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CARGO PREFERENCE BILL 
(50-50 Cargo) 


WEDNESDAY, MAY 5, 1954 


Unrrep States SENATE, 
SuBpcoMMITTEE No. 4 ON WATER 
‘TRANSPORTATION OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Wash ington, dD. C. 

The subcommittee met at 10:50 a. m., pursuant to call, in room G—16 
f the Capitol, Senator John Marshall Butler (chairman of the sub- 
committee) presiding. 

Present: Senator Butler (chairman of the subcommittee), Senator 
Payne, and Senator Magnuson. 

Also present : Bertram O. Wissman, chief clerk; Donald D. Webster, 
subcommittee counsel: and A. J. Bourbon. subcommittee staff member. 

Senator Buriter. The subcommittee will come to order. Ladies and 
gentlemen, I am very sorry to have kept this meeting waiting here, 
but we hada meeting of the Subcommittee on Constitutional Amend 
ment, at Ww hich we were con cle ring an amendment concerning the com- 
position of the Congress in the event of a national emergency. It 
was of such grave in iport that I did not feel I could leave that con- 
sultation before this time. It is just another example of having 2 or 3 
t] Wines to clo - the same ho uur of 10 o’clock in the morning. 

Senate dill! 5. the sul biect of today *s hearings, would broaden and 
make permanent al all-inclusive the cargo preference, or 50-50, pro- 
visions now on the statute books with regard to v: aurious Federal aid, 
loan and military programs. While the functioning of these limited 
programs to date has been most helpful to our shipping, the policies 
and administrative procedu res involved have occasioned increasing 
controversy and criticism as the volume of ocean cargo has declined. 

In a statement accompanying o the introduction of the bill on March 
31, 1 took occasion to note that, despite the operation of the 50-50 pro 
visions in the various laws, ae an shipping was far from its goal 
of transporting 50 percent of the Nation’s foreign trade—that, indeed, 
only 29.1 percent of such cargoes had been carried in American bot- 
toms during 1952. And I expressed confidence that Congress had 
neither intended nor would long permit this situation to continue. 

The principle of 50-50 as applied to the carriage of American 
financed cargoes has the sanction of repeated congressional affirmation. 
It likewise bears the approval of the Commerce Department in its re- 
cent report, at least until some be étee method of ship ping aid is devised. 

It is all too apparent that American shipping is fighting a losing 
battle against low-cost foreign competition. With foreign aid pro- 
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grams declining, it would seem all the more necessary that a larger 
proportion of federally financed cargoes be transported in American 
bottoms. 

This I] seel not only to extend the coverage on certain types of 
cargoes, but also to plug any loophole alleged now to exist by reason 
of present offshore purchasing policies of some agencies. 

lt wo ila be appre inted i the withesses would advise the subcom- 
mittee 1 them testimony is to their respective department's or 
agency's position on the bill not only as introduced, but also as it would 


be if the provision on page 2, line 15, as to 100 percent transportation of 
cargoes, were eliminated. Since I personally am not sold on that pro 
viso, I make t] s request. 

Phe situation sO grave as to make imperative reassessment of any 
poli ( WV ERLE favor other nations to the det ment of our own ship- 
ping industry. Decisions how being made on a cold dollar-and-cents 
Da may have to be reconsidered in the light of needs far more 


pressing than the saving of a few doll mrs,evena few thousand dollars, 
particul 

the field of American s! Ipping. 

For today’s hearing. officials of the State Department, Defense, 


MSTS, and the Federal Maritime Board have been asked to report on 


} 


,SaVING'S Nay be causn v incalculable losses in 


ariyvy where sti 


policies and administration of 50-50 statutes as their departments are 
concerned, 

Before the first witness is called, however, I would like to place in 
the record a letter from the Shipbuilders Council of America, dated 
May 3, 1954, over the signature of Mr. L. R. Sanford, president: also 
a statement from the Davison Chemical Co., Baltimore, dated May 
t, 1954, and signed by William Caspari, Jr., general sales manager, 
hear \ chemicals: also a letter from the Comptroller General of the 
United States, dated April 21, 1954, and signed by Frank H. Weitzel, 
Acting Comptroller General; also a letter from the Department of the 
‘Treasury, dated May 4, 1954, signed by M. B. Folsom, Acting Secretary 
of the Treasury: and a letter from the Department of the Navy, dated 
May 5, 1954, signed by Ira H. Nunn, rear admiral, Judge Advocate 
General. 

(The letters above referred to are as follows :) 

SHIPBUILDERS COUNCIL OF AMERICA, 
Vew York 6,N.Y., May 3, 1954. 


Subject NS ) the Carago Preference Bill. 


Hon. Joun MARSHALL BUTLER, 
Chairman, Subcommittee on Water Transportation, 
Committee on Interstate and Foreign Commerce 
Senate Office Building, Washington 25, D.C 
DeAR SENATOR BuTLER: The Shipbuilders Council of America, as representa- 
tive of almost all of the principal private shipbuilding and ship repair estab- 


lishments the United States, appreciates the opportunity afforded to it by 
the Subcommittee on Water Transportation to submit a statement of its views 
on 8S. 8283, the cargo preference bill 


As the subcommittee is well aware, the maritime industry of the United 
States, including the shipbuilders and ship repairers, has, for many years, 
advocated and strongly supported the proposition that a substantial portion 
of all overseas cargo originating as a result of the expenditure of public funds 
should be transported in American-flag vessels. The members of the Ship- 
builders Council feel this to be a most reasonable requirement and completely 
consistent with the national maritime policy Certainly it must be conceded that 


the 50-percent-participation provision written into various measures in the 
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post-World War II period has been of tremendous consequence as an aid in the 
maintenance of a reasonably adequate American-flag merchant marine against 
the inroads by low-cost foreign shipping competition. 

The shipbuilding industry, which is a factor in our national security, is 
dependent to a very great degree for its existence and efficient operation on a 
virile American merchant marine and to be effective must be in a healthy 
operating condition at all times. 

The volume of American-flag ship operation in active service has a long- 
range effect on the shipbuilding industry and a more immediate effect on the 
ship repairing industry 

Today, aS was indicated in a chart submitted to this subeommittee a few 
weeks ago to show past and estimated future private shipbuilding employment, 
the long-range outlook for the shipbuilding branch of the industry is not favor- 
able. Also, latest available figures show that in the ship repairing branch the 
falling off in employment which began early in 1952 not only has not yet been 
arrested but, on the basis of incomplete reports for the first quarter of 1954, 
ship repair employment is now dropping at such speed as to become a matter 
of great concern. 

Any withdrawal of United States-flag ships from operation would most cer- 
tainly accelerate this downward employment curve in the ship-repair establish- 
ments 

The Shipbuilders Council has noted with some apprehension that a consid- 
erable number of aid type bills have been introduced in the present Congress 
which by design or drafting oversight do not provide for American-flag vessel 
participation in the transportation of whatever overseas cargo would result 
from the legislation if enacted. While it is of course possible to continue to 
amend such measures in committee or on the floor to include this important 
safeguard, a positive legislative enactment would appear to be preferable to 
insure continuous operation of this important congressional policy. 

The pending bill, S. 3233, would appear to resolve this frequently recurring 
legislative problem in an appropriate way. Its favorable consideration by the 
subcommittee is earnestly solicited. 

Very truly yours, 
lL. R. SANFORD, President. 


STATEMENT BY Mr. WILLIAM CASPARI, JR., GENERAL SALES MANAGER, HEAVY 
CHEMICALS, THE DAVISON CHEMICAL CorpP., BALTIMORE 3, Mb. 


The United States has over the past few years purchased hundreds of thou- 
sands of tons of fertilizer materials for foreign aid. Consensus of informed 
persons is that within the last 244 years, United States produced fertilizers 
have made up less than 10 percent of the total purchases. Unfortunately, we 
have been unable to obtain authoritative statistics on this matter from any 
of the Government agencies. 

There is a provision in the laws of our land that stipulates that 50 percent of 
materials purchased in the United States for foreign aid must move in Ameri 
ean flagships (which carry higher freight rates). The practical effect of FOA’s 
present buying policy of constantly favoring foreign producers of fertilizer 
materials is that this statute is being circumvented and neither the United 
States fertilizer industry nor the United States shipping industry is being bene 
fited by these purchases by our Government. 

It is the contention of the fertilizer industry that this inequity can only be 
eliminated if the Foreign Operations Administration be obligated to restrict 
its purchases to United States produced materials. Representations to this 
effect were made on February 25, 1954, to the Foreign Operations Administra- 
tion by a group of American fertilizer manufacturers 

It is particularly important that this action be taken at this time. The fer- 
tilizer industry is undergoing a tremendous expansion as a result of a Govern 
ment-sponsored program. The full impact of this expansion will be felt in the 
coming year, at a time when the domestic market is faltering. This threatens 
our industry with shutdowns and unemployment. In fact, during the past year 
curtailments in production have been suffered. 

Two separate legal opinions have been obtained from competent attorneys 
as to whether the FOA has authority to restrict purchases to domestically pro- 
duced fertilizers. These opinions are unanimous that such authority is vested 
in FOA. 
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It now appears that the purchase of large quantities of fertilizers from 
friendly countries is stimulating the expansion of their fertilizer industries and 
ship handling to levels beyond their own needs. It is likely that if this con- 
tinues, the industry of friendly Countries will be expanded to a capacity for 
which sustained markets cannot be found 

In conclusion, I urge that every possible effort be made to bring about the 
immediate discontinuance of the policies which react so unfavorably on the 
fertilizer and shipping industries of this country. These are essential indus- 
tric They should be sustained to the maximum degree so that they will be 


available in future time of need 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, D. C., tpril 21, 1954. 
Hon. JoHN W. Bricker, 
Chairman, Committee on Interstate and Foreign Comerce, 
l nited Statcs Senate 

Dear Mr. CHAIRMAN: Reference is made to your letter of April 1, 1954, for 
2d Congress, 2d session, entitled “A bill to amend 
to provide permanent legislation for the trans 


warding a copy of S. 8233, 


the Merchant Marine Act I! 
portation of a substantial portion of waterborne cargoes in United States-flag 








vessels,” and requesting any comments I may care to offer concerning the pro 
posed legislation 

Section 901 of the Merchant Marine Act, 1936, now requires officers and em- 
ployees of the United States traveling on official business overseas or to or from 
uny ot the Possessl¢ lis of the l nited St tes to travel on [ nited States-liag vessels 
where such ships are available unless the nature of the mission requires the use 
of a ship under a foreign flag. The proposed addition of subsection 901 (b) 
applies only to cargo and provides that the “equipment, materials, or commodi 
tie referred to therein “shall be transported exclusively on privately owned 
United States-llag commercial vesse unless after public hearings the Secretary 
of Com! e makes certain findings which are certified to the proper Govern 
ment agen In the latter event, “at least 50 per centum of the gross ton- 
nage shall be transported on privately owned United States-flag com 
mercial Vessels 

In S. 1881, 83d Congress, Ist session, on which I reported to your committee 
by letter dated May 29, 1953, it was provided that waterborne cargo or passengers 
be transported in “privately owned and/or operated vessels.” S. 2241, S38d 
Congress, Ist session, on which | reported to your committee by letter dated July 
20, 1953, required the use of “privately owned and operated vessels.” 

In view of those changes and under the language of S. 3235, it does not appear 


t 


the Government could transport the subject cargoes on other than those 


United States-flag vessels which are privately owned. Consequently, the pro 
posed amendment would make any operator who has a Government-owned 
vessel under bareboat charter ineligible to receive those cargoes since the vessel 


M 
would not meet the requirement that it be privately owned 
{ 
{ 





II wever, as 
legislation is strictly a policy matter and I have no comments to offer with 


ated in my reports on S$. 1881 and 8. 2241, supra, the proposed 





FRANK H. WEITZEL, 
i¢ ng Comptroll r General of the United States. 


DEPARTMENT OF THE TREASURY, 
Vay }, 1954. 
Hon. Joun W. BrIcKER, 
Chairman, Committee on Interstate and Foreign. Comme ree, 
United States Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of April 1, trans- 
mitting for the comments of this Department, 8S. 3: a bill to amend the 
Merchant Marine Act, 1936, to establish a permanent statutory preference for 
United States-flag vessels in the transportation of ocean cargo on United States 
account or furnished by the United States to foreign countries. The bill would 
require that all of such cargo be transported on private United States-flag com- 
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mercial vessels unless the Secretary of Commerce certifies that available vessels 
are inadequate for such transport, in which case at least 50 percent of the gross 
tonnage would be required to be carried on such vessels to the extent that they 
are available at fair and reasonable rates. Portions of the cargo not carried in 
United States-flag vessels would be required to be carried in ships under the flag 
of the consignor or consignee nation if it has sufficient ships available. 

The President, in his message to the Congress dealing with foreign economic 
policy transmitted on March 30, subscribed to the principle that support for a 
merchant fleet adequate to our defense requirements should be provided by direct 
means to the greatest possible extent, but called for a careful analysis before 
recommending a specific program. He advised the Congress that further study 
of this problem was proceeding in the executive branch with a view to the sub 
mission of specific recommendations to the next session of the Congress. 

Under the circumstances, it is the recommendation of this Department that no 
action be taken at this session of the Congress to extend cargo preferences, The 
problem can be considered thoroughly at the next session when the recommenda 
tions of the President in this respect go forward to the Congress. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee 

Very truly yours, 





M. B. Fousom, 


icting Secretary of the Treasw 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D.C., May 5, 1954 
Hon. JOHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. ¢ 


My Dear Mr. CHAIRMAN: Your request for comment on the bill, S. 3233, to 
amend the Merchant Marine Act, 1936, to provide permanent legislation for the 
transportation of a substantial portion of waterborne cargoes in United States 
flag vessels, has been assigned to this Department by the Secretary of Defense 
for the preparation of a report thereon expressing the views of the Department 
of Defense. 

The purpose of this measure is to require the maximum use of privately owned 
United States-flag vessels in the water transportation of equipment, materials 
or commodities procured, contracted for, or obtained by the United States for its 
own account, or furnished to or for the account of any foreign nation. The bill 
would require that such cargo be carried exclusively in privately owned United 
States-flag commercial vessels except when the Secretary of Commerce, after 
public hearings, determines to the contrary, in which case at least 50 percent of 
such cargo must be carried in privately owned United States-flag commercial 
vessels 

The effect of enactment of S. 32383 on the operations of the Department of 
Defense would be to impose stringent and crippling restrictions with regard to 
flexibility of the operations of vessels in its custody in meeting sudden and vari 
able military requirements. The restrictions could conceivably require the lay 


ing up of the entire nucleus fleet of the Military Sea Transportation Service. By 
the absence of such a nucleus fleet, there would be eliminated the assurance of 


ing sudden and 


sea transportation of vital military supplies and personnel in mee 
variable military requirements 


on } 


By enactment of S. 32538, the Department of Defense would be placed in the 
position of having to depend solely upon commercial operators to provide ship 
ping capabilities for the support of overseas forces. Such things as maritime 
strikes, seasonal increases in commerce, the operators’ preference for commercial 
traffic, and their possible failure to anticipate or act upon military needs could 
well result in military ching overseas areas at times and in quan 
tities required. The coordination of commercial capabilities and military 
requirements, both of which fluctuate, is now a responsibility of the Military Sea 
Transportation Ser ice whose nucleus fleet provides the degree of flexibility 





ry supplies not re: 





demanded by military operations 
If this bill were enacted, the nucleus fleet of the Military Sea Transportation 
Service would be reduced and relegated in peacetime to the task of transporting 


military supplies over noncommercial trade routes and could be increased in size 
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only if the Secretary of Commerce, after public hearings, determined that pri- 
vately owned United States-flag commercial vessels were not available in ade- 
quate numbers or that commercial rates were unreasonable. As a consequence, 
shipments would be delayed, and the ability of the nucleus fleet to provide neces- 
sary capabilities for sudden military exigencies seriously jeopardized. 

The Department of Defense presently adheres to the policy of using privately 
owned and operated United States-flag commercial vessels to the maximum 
extent practicable, consistent with the interests of national security. This De- 
partment considers that enactment of S. 3283 would impose restrictions on that 
policy to the extent that the national security would be adversely affected. In 
view of the foregoing, the Department of the Navy, on behalf of the Department 
of Defense, recommends against the enactment of S. 8238 

This report has been coordinated within the Department of Defense in accord 
ance with procedures prescribed by the Secretary of Defense 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 3233. 

For the Secretary of the Navy 

sincerely yours, 





IRA H. NUNN, 
Rear Admiral, USN, Judge Advocate General of the Navy. 


Senator Burier. I would also like to place in the record at this point 


the bill S. 3233. 
(SS. 5255 1s as follows:) 


nt Marine Act 1936, to proy de permaner! 
antial portion of waterborne cargoes in I 





nsportatioz 


Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 901 of the Merchant Marine Act, 
1936, as amended, is hereby amended by inserting “(a)” after “Src. 901." and by 
adding at the end of the section the following new subsection : 
b) whenever the United States shall procure, contract for, or otherwise 
obtain for its own account, or shall furnish to or for the account of any foreign 
nation, any equipment, materials, or commodities, within or without the United 
States, or shall advance funds or credits or guarantee the convertibility of foreign 
currencies in connection with the furnishing of such equipment, materials, or 
commodities, at least 50 per centum of the gross tonnage of such equipment, 
materials, or commodities (computed separately for dry bulk carriers, dry cargo 
liners, and tankers), which may be transported on ocean vessels shall be trans- 
ported on privately owned United States-flag commercial vessels, to the extent 
such vessels are available at fair and reasonable rates for the movement in United 
vessels, in such manner as will insure a fair and reasonable participa- 
tion of United States-flag commercial vessels in cargoes by geographic areas: 
Provided, That unless the Secretary of Commerce after public hearing finds and 
certifies to the proper Government agency that the foreign commerce of the 
United States will be promoted, or that privately owned United States-flag com- 
mercial vessels are not available in sufficient numbers or in sufficient tonnage 
capacity, or at the aforesaid reasonable rates, such equipment, materials, or 
commodities shall be transported exclusively on privately owned United States- 
flag commercial vessels: Provided further, That foreign-flag ships not registered 
under the flag of the consignor or consignee nation may participate in the car- 
riage of such equipment, materials, or commodities only to the extent that such 
nation does not have ships of its own registry available in sufficient numbers or 
in sufficient tonnage capacity. Nothing herein shall repeal or otherwise modify 
the provisions of Public Resolution Numbered 17, Seventy-third Congress (48 
Stat. 500), as amended.” 


States-fl 





Senator Butter. Today’s first witness is Mr. Thorsten V. Kalijarvi, 
of the State Department. 
Will you please take the stand, sir. 
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STATEMENT OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY FOR ECONOMIC AFFAIRS, ACCOMPANIED BY JOHN 
EDWARD KARKASHIAN, OFFICE OF TRANSPORT AND COMMUNI- 
CATIONS POLICY, DEPARTMENT OF STATE 


Senator Butter. Mr. Kalijarvi, is it your intention to speak extem- 
poraneously, or have youa prepared statement 4 

Mr. Kauisarvr. I have a prepared statement, Mr. Chairman. 

Senator Butter. Do you want to make that a part of the record at 
this point and then comment on it briefly, or do you prefer to read 
your statement / 

Mr. Kaniwarvr. I would rather read it into the record, Mr. Chair- 
man, because it states a philosophy, and I would like to have it before 
your committee. 

Senator Bur_er. Good. You may proceed. 

Mr. Katisarvi. Mr. Chairman and members of the committee, the 
Bureau of the Budget has just cleared our comments on the bill before 
the committee, S. 3233, and with your permission I would like to insert 
it in the record at this point, Mr. Chairman. 

Senator Butrier. It will be so ordered. 

(The letter above referred to, dated May 4, 1954, is as follows :) 


DEPARTMENT OF STATE, 
Washington, May 4, 1954. 
The Honorable JouNn W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear SENATOR BrickeR: Reference is made to your letter of April 1, 1954, 
transmitting for comment by the Department of State a copy of S. 3233, a bill to 
amend the Merchant Marine Act, 1936, to provide permanent legislation for the 
transportation of a substantial portion of waterborne cargoes in United States- 
flag vessels. 

The Department of State would like to preface its comments on 8. 8233 by 
stating that it emphatically supports the goal of a United States merchant marine 
capable of adequately serving the Nation’s strategic and commercial needs. How- 
ever, While no American can challenge the desirability of such a goal, there are 
of course genuine differences of opinion as to the best or least desirable means 
of achieving it. The Department, therefore, would like to bring the following 
considerations to the attention of the committee. 

The foreign economic policy of the United States has sought the development of 
a multilateral system of international commercial relations which will permit 
the maximum exercise of private initiative and enterprise, consistent with essen- 
tial national interests. It is believed that such a system will provide the best 
means for encouraging the expansion of a mutually beneficial exchange of goods 
and services between the nations of the world. 

Unfortunately there has been an alarming tendency on the part of certain 
nations in the postwar period to resort to the use of discriminatory and restric- 
tive practices in order to develop or maintain their national merchant flees. 
This tendency has been given added impetus by the vigorous postwar develop- 
ment of new merchant fleets by hitherto nonmaritime nations. 

Potentially the most dangerous of the discriminatory practices in the field of 
ocean shipping is the reservation to national vessels of a given percentage of 
eargo. This practice, which usually takes the form of a 50-50 division of cargo, 
has been applied by some foreign governments to commercial cargoes and has 
appeared with alarming frequency as a provision in bilateral trade agreements. 
Pursued to its logical conclusion, this type of “bilateralism” would cause the 
degeneration of international economic relations from competition between pri- 
vate commercial interests to competition between governments. 

In recent years the Department has repeatedly interceded with foreign 
governments engaged in discriminatory and restrictive practices against the 
American merchant marine. However, these efforts have been compromised to a 
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Significant degree by our own practices. Foreign governments to which our pro- 
tests have been directed have repeatedly insisted that in extending the 50-50 
principle to commercial cargoes they are merely pursuing the precedent long 
since established by the United States with respect to Government-financed 








Che provisions of S. 38233 would intensify, broaden and transfer from a tem- 
pora i permanent basis existing preferences relating to Government 
iid ‘ In fact, the bill provides at unless the Secretary of Commerce, 
ifter } earing, takes positive action, privately owned United States flag 
vessels sh ransport 100 percent of the cargoes involved It is believed that 
the enactment into permanent legislation of the principles contained in this bill 


Will encourage further extensions f the 50-50 principle to commercial cargoes by 
those foreign countries who are not in a position to provide aid cargoes or lend 
the money to create them. The general acceptance of such an extension and en 


largement of the 50-50 principle by the maritime nations of the world would 


use a serious distortion in the pattern of ocean transportation and force 








\ ul Wwe as foreign vessels into unnatural and uneconomic trades 
In the long run, the extension of the 50-50 principle can work only to the detri 
f ritime nations, including the United States. The fact that United 
States cargo preference leg ion applies only to Government-financed or 
ponsored cargoes will not deter other countries from making their own rules 
once the vicious circle of discriminations has been established From a purely 
nat ! viewpoint the long-range ce nsequences for the United States merchant 


narine, not to mention our foreign commerce as a whole, far outweigh any tem 


pora dvantages which may be gained. This is particularly true in those 
areas where United States vessels now carry more than 50 percent of the traffic, 


i.e. certain Latin American trades 
The Department firmly believes that the future of the American merchant 


marine lies not in the institutionalization of the principle of cargo preferences 
but rather in the expansion of United States foreign trade and free access to the 
carriage of such trade by our vessels. Shipping earnings after all are tied di 


rectly to the volume of international trade. The greater the volume of inter- 
national trade, the greater will be the opportunity for the American merchant 
marine to find employment on a sound, competitive basis 

The adoption of the principles embodied in S. 3232 would also have a detrimen- 
tal effect upon the policies of this Government in the field of international avia- 
t The division of air traffic has long been advocated by a number of other 
countries The ability of this Government to continue its resistanee to such 
proposals would be compromised by the enactment into permanent legislation of 
this principle in the field of shipping. 

In addition, there are certain technical considerations which it is believed 





would make the proposed legislation difficult to administer. The provision for 
public hearings by the Secretary of Commerce to determine the availability of 
privately owned United States flag commercial vessels could conceivably neces- 
sitate frequent and lengthy hear i 
ment f cargo The specific reference to “privately owned” United States flag 
ommercial vessels would presumably preclude the participation of vessels char- 
red by private shipping com] ies from the Government Finally, the provi- 
sions of S. 3233 are apparently intended to supersede previous legislative require- 


‘ings in cases involving a relatively small move- 





ments without specifically repealing them 
In summary, the Department considers that the provisions of S. 3235 are 
conducive to the development of discriminatory cargo preferences on an inter- 


ational seale and thus are in conflict with this Government’s efforts to promote 


1 ) 
international peace and prosperity by encouraging the expansion of international 
trade. In view of the foregoing considerations, it is believed that the enactment 


of S. 32383 would be detrimental to the long-range interests of United States 
n commerce in general and the American merchant marine in particular. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 


forei 





Sincerely yours, 
For the Acting Secretary of State: 
TrrRUsTon B. Morton, 
issistant Necretary 


Mr. Kauisarvt. The Department of State is glad to have an oppor- 


tunity to appear before this com ittee and testify on S. 3233. 
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Inasmuch as there has been a tendency among certain segments of 
the shipping and shipbuilding industries to question the attitude of 
the Department of State on shipping matters, I should like to begin 
my remarks by stating that the Department emphatically supports the 
concept of an American merchant marine adequate to the strategic 
and economic needs of our country. Certainly ho one can question 
the desirability of, or necessity for, such a fleet. However, as must 
be expected, there are genuine differences of Opinion as to the best 
means of achiev Ing our objective in this field. 

By the very nature of its responsibilities, the Department of State 
must view this problem, like others, from the standpoint of the effect 
which various possible solutions lay have on the foreign policy objec 
tives of the United States. These objectives are of crucial Importance 
to all of us. We are compelled carefully to evaluate the effect which 
domestic shipping policies have upon the political, economic and 
security objectives of the United States abroad. 

On the economic side, the foreign policy of the United States has 
been designed to help develop economic strength in the free world. 

Political-military economic strength go together. A major objec 
tive of our economic policy has been the expansion of a mutually 
beneficial exchange of goods and services between the nations of the 
world. It is believed that this goal can best be achieved by the develop 
ment of a freer system of international commercial relations; in short, 
a system capable of providing the broadest scope for individual initi- 
ative and individual enterprise consistent with the national interest. 

As an integral step in the achievement of the goal I have just out- 
lined, the United States has advocated the relaxation and in some cases 
the removal of barriers to the movement of international commerce 
and has sought to promote the use of equitable commercial practices 
by the trading nations of the world. 

Unfortunately, in the field of ocean transportation, certain nations 
have displayed an alarming tendency in recent years to resort to the 
use of discriminatory and restrictive practices in the effectuation of 
merchant shipping programs. ‘This tendency has been most evident 
among hitherto nonmaritime nations which have embarked upon am- 
bitious programs designed to develop and maintain national mer- 
chant fleets. 

The Department believes that potentially the most dangerous of 
the discriminatory practices resorted to by certain maritime nations 
is that of cargo preferences, or the reservation to national vessels of 
a given percentage of cargo. This usually takes the form of a 50 
percent reservation which has come to be known as the 50—50 principle. 

In the United States, cargo preferences have been applied only 
with respect to Government-owned or Government-financed cargoes. 
However, the 50-50 principle is being applied to commercial cargoes 
by an alarming number of countries and it is appearing with increas- 
ing frequency as a provision in bilateral trade agreements. 

Cargo preferance provisions have been included in trade agree- 
ments entered into by 20 or more countries. Chile is currently con- 
sidering legislation which would guarantee a 50 percent participation 
by Chilean vessels in that country’s international trade. 

Reports from Cairo indicate that proposals have been made advo 
cating the creation of a Pan-Arab merchant ship fleet, with the pro- 
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viso that at least 50 percent of the goods exchanged between an Arab 
country and a non-Arab country shall be reserved to vessels of this 
fleet. 

Other countries have used or are considering the use of cargo pref- 
erences in connection with the importation and exportation of goods 
financed by semipublic agencies or nationalized industries. 

The Department firmly believes that unless this form of shipping 
bilateralism is checked, ocean tri insportation will be straitjacketed 
into a rigid, uneconomic pattern and international commerce will de- 
generate from competition between private commercial interests to 
competition between governments. 

Senator Burier. Does the Department feel that this 50-50 legis- 
lation falls within that category ? 

Mr. Kauisarvi. Yes, we do, and I intend to develop that in my 
statement, Mr. Chairman. 

Senator Burier. Does the Department know of any country of the 
world which is giving away its substance and would be willing not 
to have its own ships carry at least part of it? 

Mr. Kauisarvi. No. Our legislation is not this type that we are 
describing now. 

Senator Burter. What? 

Mr. Kauisarvi. Our legislation is not of the type that we are de- 
scribing now. 

Senator Burier. Well, we have 50-50 legislation now— 

Mr. Kauisarvi. Yes, that is right, with respect to our aid program. 

Senator Burter. Yes. 

Mr. Kanisarvi. And we are not commenting on that at all. We 
are in perfect agreement that that is the law and we are doing our 
best to support it. 

Sen: sania TLER. But that is not being supported, which is part of 
the reason why only 29.1 percent of our foreign trade is being carried 
in American vessels. 

Not your Department particularly, but other departments in for- 
eign aid or when they purchase goods abroad for shipment to any 
other foreign nation think they can take any ship they can get. They 
pay no attention to the 50-50 provision. 

Mr. Kauisarvi. You mean offshore procurement ¢ 

Senator Burier. Yes. 

Mr. Kauisarvi. I will check that. 

Senator Burier. I would like to have those figures, exactly how 
much of that cargo is being denied American bottoms under existing 
law. 

Mr. Kanisarvi. Yes, sir. 

The Department has utilized every appropriate means to protest 
the application by foreign governments of discriminatory or restric- 
tive practices against the American merchant marine. Unfortunately, 
our efforts in this direction have been compromised by our own some- 
what analogous practices. Foreign governments to which protests 
are directed insist that in extending the 50-50 principle to commercial 

‘argoes they are only following the example set by the United States 
with respect to aid cargoes or cargoes owned or financed by various 
government agenc ies. 

The influence of government is very marked in international trade 
today. If cargoes touched anywhere along the line by the hand of 
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government are to be reserved wholly or in part to national-flag ves- 
sels, the outlook for a sound, privately-owned shipping establishment 
is bleak indeed. 

The provisions of S. 8233 would broaden and intensify the scope of 
cargo-preference provisions contained in existing legislation. This 
bill would encompass not only those forms of aid cargoes already 
covered but also stockpile materials, offshore procurement, surplus 
agricultural commoditi 9 and even goods procured through the guar- 
antee of or advance of founds or credits for, the convertibility of 
foreign currencies. 

The bill also would transfer these and existing cargo preferences 
froma temporary to a permanent basis. 

Furthermore, although this bill has been referred to as a 50-50 
bill, it would seem to be a 100 percent bill. 

The bill provides that unless the Secretary of Commerce, after 
public hearings, certifies either that the United States foreign com- 
merce will be promoted or that privately owned United States ves- 
sels are not available at reasonable rates, all such materials or equip- 
ment shall be transported exclusively on privately owned United 
States-flag commercial vessels. The Department does not believe, 
as a practical matter, that it will prove feasible to make such a 
determination. 

The Department believes that the enactment into permanent legis- 
lation of the principles contained in this bill, or for that matter any 
permanent cargo-preference legislation, will encourage foreign coun- 
tries to make further application of the 50-50 principle to commercial 
cargoes. 

Senator Burier. Do you mean to tell me we have no way of deal- 
ing with that situation? Are we perfectly helpless? Can’t we say, 
“We are giving this stuff to you and if you are not reasonable enough 
to let us handle 50 percent of it, if you are going to put restrictions on 
us, we will put restrictions on you” é 

Mr. Kauisarvi. I am talking about the commercial aspects of this 
thing. Iam not talking about the aid aspects. 

Senator Burier. This bill does not have anything to do with the 
commercial aspects, does it ? 

Mr. Kanisarvi. This bill applies generally to the whole concept 
of transportation. 

Senator Burier. This bill applies—whenever the United States 
shall procure, contract for, or otherwise obtain for its own account, 
or shall furnish to or for the account of any foreign nation, any equip- 
ment, materials, or commodities, within or without the United States, 
or shall advance funds or credits or guarantee the convertibility of 
foreign currencies in connection with the furnishing of such equip- 
ment, materials, or commodities, to provide that at least 50 per centum 
of the gross tonnage of such equipment, materials, or commodities 
(computed separately for dry bulk carriers, dry cargo liners, and 
tankers), which may be tr: ansported on ocean vessels shall be trans- 
ported on privately owned United States-flag commercial vessels, to 
the extent such vessels are available at fair and reasonable rates for 
the movement in United States-flag vessels, in such manner as will 
insure a fair and reasonable participation of u nited States-flag com- 
mercial vessels in cargoes by geographic area 
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Now, if we are vyoing to give this country away we should at least 
have the privilege of carrying 1t away ourselves. We ought to be 
able to carry it away if we are going to give it away, and if we haven't 


enough backbone to stand up to these fellows across the conference 
table and use this fair bill as a means of saying they are not FONG 


oO pul restrictions on our fair trade, then We are indeed weak. We 
lad {do something about it. 

Mr. Kanigarvi. Mr. Chairman, we are afraid of the long-range 
effects of this bill. 

Senator BurLter. Why ¢ 

Mr. Kantarvi. Because we believe that as a part of permanent 
legislation it will adversely affect the American shipping industry and 
American ship ping asa whole. 

Senator Burier. They are not complainin o, The ‘vy are for this bill. 

I don’t understand it. I think they are perfectly capable of know- 
ng what is good and what 1s bad for them. I think the majority of 
the American people would be for this legislation. I think the day 

s past when we can give this country away and the people are going 
to kee ‘pon smiling about it. 

Senator Payne. Mr. Chairman, I would like to ask a question if 
1 may— 

Senator Burter. Help yourself, Senator. 

Senator Payne. Which ties into the ve ry point that you have raised. 

Certainly if our country is going to continue for very long the 
policy that it has been following—and I don’t think that eood-think- 
ing people question the policy too mue ‘h of our trying, within the lim- 
its of our abilities, to help those who are our allies and our friends, 
to strengthen them in their economy insofar as we are able and not 
to weaken our own structure—but there does come a point where 1 
think we have to evaluate certain phases of all of these programs to 
determine how long we can continue on a one-way street of We giving 
all of the time and somebody not giving to us in return. 

The very ship owners that we are talking about here, the American 
flag ships, are the ones who, in turn, if they are able to stand on their 
feet—and we must have them stand on their feet in order to protect 
our maritime operations and to preserve a good fleet of flag vessels of 
this country—they in turn are the very same people that we have to 
look to through taxation and through other means, if they can be suc- 

cessful, to enable the overall economy of this country to be ‘able to stand 
the so-called aid programs that we are giving to the other nations. 

Now, the minute we start to continually break down those who are 
supporting the structure of this Government from a taxation angle 
and destroy their ability to contribute, we are weakening our very 
structure and weakening our ability to furnish the aid we are talking 
about, and that is why I am so tremendously concerned about this, 
because I do think it is a 2-way street and I do think these countries 
should realize it is a 2-way street; that if we are going to be pretty 
charitable—and we have been fair-minded on it—to help others who 
are less strong than ourselves and build them up, then in turn they have 
to recognize that for us to continually weaken our own position domes- 
tically is just hastening the day when we are going to be unable to be 
in the position we have been in to give help. 


Mr. Kauiarvi. Well, Mr. Chairman 
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Senator Buriter. | would appreciate your answer to that question, 
and then I have another question | would like to ask you. 

Mr. Kauisarvi. Well, the first point 1 would like to make is simply 
that if it is a que stion of assistance to the American merchant marine, 
the position of the Department is that the assistance should be direct, 
open, and subject to review by the Congres 

We believe that the most of the countries that are practicing the 
SO—50 diserimination against us, let us say, are not major recipients of 
United States foreign aid; that your major problem is with people who 
are outside, countries Who are outside that category. 

Senator Payne. Let me just ask you there, if | may—forgive me for 
interrupting—but how is the American-flag ship going to possibly be 
able to compete with these countries which continually have a lower 
standard than ours, far lower, when the very figures that we have 
available to us show the tremendous increased costs that our American 
shipping operators are having to face both in the construction of the 
vessel and in the daily operation of the vessel as compared to the 
costs of the foreign-flag ship / 

Now, it only follows in turn that of course those countries—and I 
would like to know the answer as to whether those countries are going 
to look favorably upon using our American-flag ships with our costs 
that must be faced by the American operators at a tremendously higher 
figure than they are ab : to pay because of their standards at the 
present time. After all, it boils down to just a commonsense applica- 
tion, and I would cca: very much that any of those countries are 
going to look very favorably on using American- flag ships or giving 
preference to it by shipping on flag ships on much cheaper rates than 
ours because of the situation that confronts our industry, and if we 
are not going to take a firm stand to protect our own industry and see 
that this goes forward I can only see one thing for the American-flag 
ship, and that isto go out of business. 

Senator Burier. Is there any evidence or any opinion, or consider- 
able opinion, in the Department of State that American cargoes should 
be carried in foreign bottoms, as has been suggested by some people in 
government ¢ 

Mr. Kaxisarvi. Our view, as far as I understand it, Mr.-Chairman, 
is that we are supporting the American merchant marine. 

Our position on this particular bill is that we believe that in the 
long run it will not benefit the American merchant marine. It may 
be temporary assistance, but there may be other methods preferable 
to this, subjects for Congress and the Maritime Administration to 
decide. 

Senator Magnuson. Yes, but Mr. Witness, you have always op- 
posed this 50-50 in the State Department, have you not / 

Mr. Kauisarvi. Iam informed that we have. 

Senator Magnuson. You have always opposed it / 

Mr. Kauisarvi. That is right. 

Senator Magnuson. And from the first time I introduced it 
which I haven't to date, but I think it is 4 years ago, at least; it has 
been in operation on these particular cargoes for at least 4 years 
and I haven't found anybody in the shipping industry that has com 
plained about it, so I don’t know how it is hurting the shipping 
industry. 
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The State Department always opposed it and the State Depart- 
ment always said, “We would like to do something direct,” but they 
never did. 

Now, what do you propose you would do direct ? 

Mr. Kauisarvi. That is not for the State Department, I would re- 
spectfully submit, Mr. Chairman. That is a problem for the Mari- 
time Administration and the agencies dealing—— 

Senator Magnuson. The Maritime can’t deal with other countries. 
It is primarily the problem of the State Department if they are going 
to do something, but we found from experience they did not. “They 
always opposed this, but they never did anything else. 

Now, this has been in operation at least 4 years—maybe 5; I forget 
the date—on this particular type of cargoes and I haven’t heard any 
complaints from our people. I have heard some complaints from other 
nations—not complaints—so I can’t see how you say this hurts 
American shipping. It may hurt some of your relations with other 
countries, or at least you think it may, but I think it is fair. 

Methinks a protest too loudly. 

Mr. Kanisarvi. Perhaps, Mr. Chairman, but we believe if it hurts 
the United States it will hurt American commerce eventually. 

Senator Magnuson. I don’t think anything that is fair can hurt 
the United States. I have privately talked to many of these people, 
both in Europe, both with the Norwegians and the British, and the 
rest of them, and they would like to have this out, but when you pin 
them right down to it they admit it is fair. 

Mr. Kanisarvi. Mr. Chairman, I have with me here Aide-Memoire 
from the Norwegian, Danish, Swedish, German and British govern- 
ments on this particular matter. 

Senator Magnuson. Sure, because they would like to have the ad- 
vantages. When you deal with the Norwegians and the British on 
Maritime they always try to get the advantage, and I don’t blame 
them. I would blame us for letting them get away with it. 

Senator Burier. Will you tell me, Mr. Kalijarvi, whether the State 
Department has a policy in connection with the American merchant 
marine insofar as the Randall Commission report extends to the car- 
riage of American cargo in foreign bottoms? 

Mr. Kanisarvi. We accepted that report as a package deal and 
made no specific comment on particular items, Mr. Chairman. 

Senator Butter. Well, are you for it ? 

Mr. Kauisarvi. Weare for the program, yes. 

Senator Burier. You took the Randall report as a package deal ? 

Mr. Kauisarvi. That is right. 

Senator Burner. And the package was to do away with 50-50—— 

Mr. Kauisarvi. That is right. 

Senator Butter. And ultimately have American cargoes carried in 
foreign bottoms. 

All right. Now, then, where is your merchant marine going to be 
when needed in time of emergency 4 

Mr. Karisarvti. I do not think the conclusion is that carriage would 
be in foreign bottoms. 

Senator Butter. That is the ultimate goal, isn’t it? 

Mr. Kauisarver. I don’t think so, Mr. Chairman. 

Senator Burier. It has been advanced by people in government 
and out of government that all American commerce be carried in 
foreign bottoms. 
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Mr. Kauisarvi. That has not been our position. 

Senator Burier. Is there any tendency to work to that goal ? 

Mr. Kaxisarvr. I don’t think so, Mr. Chairman. C ertainly I don’t 
know of anybody in our shop or outfit who considers that. is the objec- 
tive or purpose, or the danger. 

Mr. Wessrer. Mr. Kalijarvi, I think the majority report of the 
Randall Commission, which we do not have here and you do not have 
the benefit of now, either, emphasized that serious consideration 
should be given to relying upon foreign flag ships to a greater extent 
than we were presently doing. And I think as a result of that—I 
would not say this as a certainty, but I am under the impression 
that the President, in subsequently commenting upon the majority 
report of the Randall Commission, did not put his sts amp of approval 
on those portions of the majority report of the Randall Commission 
that related to the American merchant marine. 

The staff papers that the Randall Commission report apparently 
was based on do not support the conclusions, according to our stat 
studies of the majority report, and I believe that a reference was made 
to that in a letter which Senator Butler received from the President. 

I know, to bring it up more to date, that the Department of Com- 
merce in presenting its report, the maritime subsidy policy report 
which was presented to our subcommittee the other day, stated that 
the President had requested the Department of Commerce to review 
this policy of giving indirect aids, and I had the impression that he 
meant cargo preference aids, special tax treatment aids, to the Amer- 
ican merchant marine; and Under Secretary Murray stated to us that 
he was conducting such an investigation or study for the President 
to determine the necessity or advisability of continuing those indi- 
rect aids. 

Now, I want to cut short my statement, but it seems to me that 
when you propose that we stop these indirect aids—and I think, and 
you correct me if I am wrong, sir, that that is the basic part, as you 
express it, of your philosophy cut out these indirect aids and use 
direct aids, it should be incumbent upon you when you make that 
type of proposal, knowing what the P resident has said about the sad 
state of the American merchant marine, and knowing, perhaps, | 
assume, what Admiral Leggett has testified to as to the plight of the 
shipyards, that you ought in the same breath to come up with some 
proposal of direct aid that you have in mind that will meet the need 
that the proponents of this bill are trying to arrive at by indirection. 
I don’t think anybody will argue that direct aid is not as good 
indirect aid. But what is direct aid? 

The second thing that bothers me about your approach is that you 
say, and Senator Butler made it clear, that shipping interests were 
not opposing this bill; to the contrary, they were favoring it or some- 
thing similar to this bill. 

You say the main reason you are against it is because of diserimi- 
nations that will probably come from foreign countries which will 
misunderstand just what this type of bill does and they will make a 
blanket 50-50 on all of their shipments—not aid, because they are 
not giving much aid. 

Now, I say to you that if they misunderstand, it seems to me it is 
up to you all to see that they don’t misunderstand. In the final 
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Who should legitimately complain about foreign 


uwhalvsis the people ! 

qiscrimimations are not pli los op! 1@)'S. They are the men who have 

dollars and cents on the line: they are the American shippers, Amer 
an shipbuilders, and hot the employees of the tate Department or 

any other department, Unless you have those people with you I don't 

think much of your argument, Perhaps | misunderstand it, and if I 

do I am sure that I and the members of this subcommittee would like 


it cleared u 

Mr. Kanisarvi. Well, in the first place 

Mr. Weesrer. May I say this before your answer. 

Maybe we haven't given you a chance to complete your statement. 
Maybe you think you have ‘covered those things in there. If so, feel 








free to let us know. 

Mr. Kanisarvi. I would like to answer your question. IT would like 
to finish my statement. 

Mr. Weestrer. Surely. 

Mr. Kauisarvi. In the first place, I weuld like to quote from the 
President's statement : 

We must have a merchant marine adequate to our defense requirements 
I subscribe to the principle that such support of our merchant marine as is 
required for that purpose should be provided by direct means to the greatest 
possible extent 

My answer to your question on specific proposals as to the alter- 
native to indirect means is larger subsidies, if necessary, direct 
subsidies. 

Senator Burier. Just tie the ships up and have no cargoes at all 
and pay them for being tied up 

Mr. Kauisarvi. Your subsidies place you in a better competitive 
position. 

Mr. Weesrer. Would you severe the tramp operators? They 

ire not presently subsidized, s 

Mr. Kauisarvi. May we a p ly the answer for the record? 

Mr. Wepsrer. Surely. 

Senator Burter. Yes; I would like very much to have the answer 
for the record. 

Mr. Wersrer. And when you supply the answer I think you have 
to take into consideration that these foreign aid type cargoes that 
are at the base of this bill, Senate bill 5233, are temporary in nature, 
we hope. They are not volng to be a continuing policy of the United 
States, and to say we will not give indirect aid and we will think in 
terms of long-range proposals such as direct subsidies, might mean 
that the horse would get out of the barn before we ever got around 
to effectuating any such, or even acting upon the proposal of, direct 
subsidies. 

Senator Buriter. And in answering the question for the record, 
I would like the Department to consider the nature of the American 
merchant marine. Does the Department consider that it is a private 
venture having no relation whatever to the defense of this country, 
or does it consider it to be a vital part of the defense of this country ? ¢ 

Mr. Kanisarvi. I think we have answered that, and I hope my 
statement is adequate on that particular point, Mr. Chairman. 

Senator Magnuson. Mr. Chairman, just before he begins, I first 
of all want to apologize for not being here earlier, but I am on the 
Appropriations Committee 
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Senator Burier. Don’t apologize, because I was about three-quar 
ters of an hour late myself. 

Senator Magnuson. But I don’t know what the witness has testi- 
fied to. I just want to make this statement for the record so 1 am 
clear, 

I can’t see any harm in other countries placing DODO. I have 
alw ays been of the opinion that the best thing that could happen for 
worldwide maritime for shipping in the free world, would be some 
kind of international agreement between the maritime countries, if 
t | 
vel along very well. But I have never been able to get anyone to 


subscribe to the idea or do anything about it. I have even gone up 


ey would generally hit some percentage, and I think we would all 


to the United Nations’ economists. and you can get a worldwide agree 
nent on anything from wheat to opium, and when you start to talk 
maritime they all start to walk in different directions. 

Senator Burier. Another thing I think you ought to consider. 
When you have an argument such as this 50-50 split on give-away 
cargoes as atfecting the general commerce pattern, I think that argu 
ment is so fallacious that it should not be given any credence by the 
State Department. If we can be held up on an argument as trans- 
parent as that, we can be held up on anything; we are completely 
defenseless. We have no defense against anybody if we are going 
to let them get away with that sort of stuff. We lose all character. 

Mr. Kanrsarvi. Mr. Chairman, shall I continue my statement / 

Senator Burter. Yes, indeed. I am sorry for the interruption. 

Mr. Kaniwarvi. I would. before I do that. like to submit for the 
record in connection with Senator Maenuson’s statement the fivures 
on three of the routes where we are carrying cargo: 

The East and West Coast of A frica, where 67 
<s by United States carriers: 

The west coast of South America, where we carry 65 percent of the 
lnports and 52 percent of the exports: 

The South Atlantic. UK and the Continent, where we carry 52 
percent of the imports and 78 percent of the exports. 

I think that might be helpful in that particular connection, Mr. 
Chairman. 

Senator Burier. Well, what did we pay for that privilege ? 

Mr. Kanisarvr. These are commercial cargoes, 

Senator Burier. But don’t we 


pereent of t he ear linge 


countries get aid from us? Do we scratch their back in return? 
What is the answer to it ? 

Mr. Kanisarvi. Some would and some would not, Mr. Chairman. 

The Department believes that the enactment into permanent legis 
lation of the principles contained in this bill, or for that matter any 
pe rmanent cargo preference legislation, will encourage for wh cout 
tries to make further application of the 50-50 prin Iple to commercial 
cargoes. 

The Department believes further, that if the 50-50 principle is 
adopted by the maritime nations of the world with respect to com- 
mercial cargoes, the traditional pattern of ocean transportation will 
be seriously distorted and American as well as foreign vessels will be 
forced into unnatural and uneconomic trades. 

In this connection, we must constantly keep in mind the long-range 
effect of cargo preferences not only on United States shipping but upon 


ive some quid pro quo’ Do those 
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other industries as well. The Department has long been concerned 
over the application of quotas to American goods. We are especially 
concerned over the possible extension of this principle to the field of 
aviation. 

It is our opinion that in the long run the extension of the 50-50 prin- 
ciple in the shipping field will work to the detriment of all nations, 
including the United States, and that the principle will spread to other 
fields. 

Once the pattern of discrimination and retaliation is established, 
the fact that our cargo preferences apply only to Government-owned 
or Government-financed cargoes will not stop other countries from 
making their own rules. In such circumstances a nation already 
occupying an important position in world shipping has much to lose. 

From a strictly national point of view, the long-range consequences 
for the United States merchant marine could far outweight any tem- 
porary advantages which might be gained through the enactment of 
S. 3233. This would be particularly true in those trade routes where 
United States vessels now carry more than 50 percent of the traffic. 

Senator Macnuson. Right there. I think a flat figure might create 
a distortion of some routes, but I do think the maritime nations of the 
free world can gel together on some broad basis whereby this thing 
wonld be leveled out and we wouldn’t have to protect ourselves, which 
we must, from somebody else having a retaliatory measure. 

Mr. Kauisarvi. I couldn't agree more. 

Senator Magnuson. And I think you are right, but I do think we 
have to get busy and do something about it. 

Now, we have to maintain our position at least until something is 
worked out. If we don’t as the chairman says, we might as well 
quit ; we have no defense: we are through. 

Senator Bur ter. Now, in addition to that, you just made the state 
ment that if they do apply the 50-50 rule to all commercial cargoes 
ii would distort the pattern of ocean transportation and everybody 
will lose money. 

t ask you the logical question, if that is so why would they do it? 
They are just playing with us; they are not being honest with us. 

Mr. Kauiarvt. Well, I think we are faced with the desire on the 
part of countries that are building up their merchant marines who 
would do it regardless of consequences. 

Senator Burter. As long as we pay for it, yes. We have reha- 
bilitated their shipyards and have given them ships and we are now 
going to give them money to run them, and all that, but they are 
not going to do it when it becomes unprofitable in the long run, you 
can bet. 

Mr. Wersrer. Mr. Kalijarvi, aren’t you really thinking in terms 
of long term ? 

Mr. Kanisarvr. Certainly. 

Mr. Wersrer. Are you thinking in terms of supply and demand 
and that the greatest economic benefit, if there were no restraints, 
would accrue to all from the normal action and reaction of the forces 
of supply and demand; is that your position / 

Mr. Kanisarvi. That is true. 

Mr. Wesster. Well, while I think that any of us would concede 
that is a sound theory, the fact of the discriminations which you 
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speak of as already being in existence and growing in foreign coun 
tries has got to mean to us that we either do one of two things: We 
continue to hope that you all, the State Department, will be ‘able to 
get them to remove all their restrictions, and then this supply and 
demand in time will bring about this maximum result, or it means 
that we have got to—not to retaliate, but at least in regard to the 
aid type cargoes which this bill relates to, to be bold, to be strong, 
and to save it for ourselves in reasonable measure, while this emer- 
gency situation exists and while this temporary problem of foreign 
nid type cargoes isa reality. 

Do you disagree with what I just said? 

Mr. Katiarvi. I do not disagree with it. My position, or the 
Department’s position is one of having to live with our own prob- 
lems here at home and with people abroad and find the most viable 
kind of existence between those two pressures. 

It is not our feeling, and we would not want to be put in this 
pos ition that we make concessions to other governments which are 
at t the expense ot our own peop le and our own economy. 

Our position in this particular matter is dictated by what we be 
lieve, sincerely believe is in the interests of the American merchant 
marine long range. 

We have, on the 50-50 principles, it is true, as Senator Magnuson 
said, from the outset been opposed to it. We feel it is unwise, espe 
cially unwise now since this bill contemplates enacting it into perma 
nent legislation. On a temporary basis we could justify it. On a 
permanent basis we would have great difficulty in justifying it. 

Senator Magnuson. What I don’t understand is—I know that is 
your sincere opinion, but here is the Congress of the United States 
that has unanimously, not on one but on many occasions, said that 
they thought your approach to this was wrong, and that this is the 
way we wanted it 

Mr. Kanisarvi. And we have lived by the direction " Congress. 

Senator Magnuson. And you have done very well by it, but there 
are still nations receiving assistance from us that still discriminate 

1 al kinds of ways. We have had a very difficult time with discrimi 
nation not only on cargoes but in other matters. I don’t say that is 
the fault of anyone, but nevertheless, we have time and time again 
laid this down as a principle. 

Mr. Kanisarvi. We have agreed with you and you have found us 
in your corner in those instances. 

Senator Magnuson. That is right. You have done the best you 
know how, but it has been unanimous. Asa matter of fact, Members 
on the floor have asked Senator Butler and myself on several occasions 
“Why only oO percent q”? 

Senator Burier. Yes. 

Senator Magnuson. We had to calm them down. They said why 
not 70 percent or 80 percent. 

Mr. Werster. Let me ask you this, sir. Perhaps if the premise is 
correct that this is a temporary matter, these foreign-aid type 
cargoes—let’s get that straight. Do you agree that that is a tempo- 
rary problem in our 

Mr. Karisarvi. That most assuredly is our basic assumption and 
basic philosophy. 
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Mr. Wessrer. If it is a temporary problem, then why do you ap- 
proach it on a long-term basis / Your thoughts, as I understand them, 
your reasons, are geared to a long-term policy—and with that I 
personally would cate no objection; long-term anything is good. But 
is long-term thinking appropriate to a program which you have al- 
ready conceded 1 temporary ¢ 

Mr. Kanisarvi. Mr. Webster, if we were living in a completely 
logical world the answer to your question would be that I go right 
down the line with vou and we would have no comment to make on 
this thing. 

On the other hand, we are not living Ina completely logical world 
and what is looked upon here is something—or the way in which this 
leas! ition has peen looked upon abroad and, as | say, we have Aide- 
Memoire here—is that it is a beginning of a permanent arrangement 
with respect to United States shipping policies, not only aid, but com- 
mercial as well. And you are at a crossroads now where you enact 
into permanent legislation the kind of thing which we have been op- 
posed to and fighting abroad, and we have, just as strongly and vigor 
ously as We have been able to, Op] osed this sort ot thing in other 
countries, 

menatol Br rLER. But they are complete] i\ different things. One is 
trade generally and the other is giveaway t trade, They are completely 
ditlerent things. 

Mr. Kanisarvi. I agree, but my only point is, as I have tried 
indicate, that that distinction has not been made in the thinking on 
this proposition and, therefore, on the long-term basis we are afraid 
that you will create such a situation with this legislation that the 
American merchant marine will be hurt. 

Senator Burier. That is the same as saying if you stand up for 
What is right in any legislation you are going to create a situation 
that is going to hurt you some other place. I don’t believe it. 

Mr. Wessrer. You speak of permanent legislation. I think of the 
prot blem as bein ra temporary one. Or do you mean to say blanket 
legislation as distinguished from the patchwork type of legislation 
which we have put on to various program bills as they came in, aid 
to Pakistan, whatever it might be; I just pulled one out of the hat; 
[ don’t even know if we put it on that one. But isn’t that what you 
mean by permanent? This is a blanket type of bill whereas previous 
rislation in this field has been patchwork or specific aid program 
emislation, isn’t that so / 

Mr. Kauiarvei. I will have to answer you off the cuff, with a request 
for the opportunity of correcting the record. 

Senator Burier. You certainly will have that opportunity to edit 
and correct the record. 

Mr. Kaniwarve. I think there is a real distinction between the two 
points you make. However, there is a terminal date in most of the 
legis ln ion, the aid legislation. Therefore, vou could see the end ot 
the 50-50 provision in any of those acts. Here there is no terminal 
date. 


Weerster. Is that one of the major objections, or one of the 
major reasons for the State Department’s position, that there is no 
terminal date to this legislature ? 

Mr. Kauisarvi. No: [am merely indicating that that is one aspect 


of the permanent setup. 








CARGO PREFERENCE BILL 21 


Mr. Wesster. Then the last question I would have along this line 
would be this: You know how difficult it is for all concerned to tack 
on continually this type of cargo preference legislation to our aid 
legislation ¢ 

Mr. Katasarvi. Right. 

Mr. Wesster. That is correct ? 

Mr. Kauisarvr. And I would also observe it does not meet with 
any opposition in Congress to amount to anything. 

Mr. Wesstrrr. Well, it amounts to your coming up; the State De- 
partment is sending representatives to the hearings each time to op- 
pose the tacking on otf any such cargo preference prov ision. That is 
correct, isn’t it ? 

Mr. Kauisarvi. That is right. 

Mr. Wessrer. And it means extra work. 

Mr. Kaniarvi. That is historically correct. 

Mr. Wersrer. That is historically correct, and it means extra work. 
Then the question is this: 

In your + mene wouldn't it be better once and for all to resolve 
this matter of cargo pre ference rather than each time to put the Cay 
vress and the agencies concerned, the interested parties concerned, 
the trouble of battling the cargo preference provision in each bill? 

Mr. Kanisarvi. I certainly would agree with that if it were in the 
nature of the set up. We do not believe that this is the kind of bill that 
will resolve that thing permanently. 

Mr. Wensrer. From a tactical point of view it seems to me that 
the opponents of this cargo preference legislation and I class the 
State Department as an opponent 

Mr. Kaniarvi. Oh, ves. 

Mr. Wessrer. And you obviously do, too. 

Mr. Kanisarvi. Yes. 

Mr. Wesstrer. Would prefer to have this thing approached as a 
separate problem on each piece ot legislation, and I hope I am wrong 
on that because it seems to me that that is perhaps tactically sound but 
not fair and proper as far as sound legislation is concerned. 

Would you care to comment ¢ 

Mr. Kauiarvi. Mr. Chairman, I find niysel “ata loss for an answer 
on that score and being directly responsive to the comment. 

I would like to make 1 or 2 observations, if | may, which I believe 
are pertinent to that particular thing. 

Our primary concern is to create as good and equitab le and opera 
tional op portunity as possib le for American shippe rs abroad, Ameri- 

‘an merchant marine abroad, for the carriage of our goods. We want 
to be in as strong a position in comp aining to other grovernments and 
to other countries, when they exercise discrimination which hurts us, 
to plead our case. 

We find ourselves at a disadvantage, correctly or incorrectly. Some- 
times the thing is distorted, but we find ourselves at a disadvantage in 
attempting to press for remedial measures in some of these things by 
the kind of argument, “Well, this is what you do yourself.” 

Now, whether that would be better solved or handled in spec ifie 
items of legislation as they come up, or could be resolved by general 
agreement among the major shippers, I am, therefore, unable to say, 
unable to respond to your comment directly. 

Shall IT proceed, Mr. Chairman ? 
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Senator Burier. Yes. 

Mr. Kaxisarvi. The Department believes that the future of the 
American merchant marine should be based upon a firmer founda- 
tion than that offered by cargo preferences. Such a foundation is 
available in the expansion of goa ni States foreign trade and free 
access to the carriage of such trade by our vessels. After all, shipping 
receipts have a direct relation to the volume of international trade. 
The greater the volume of international trade, the greater will be the 
opportunity for the American merchant marine to find employment on 
a sound, commercial basis. 

Apart from broad policy considerations, there are certain technical 
considerations which I believe would make the proposed legislation 
difficult to administer. 

The proy es requiring the Secretary of Commerce to hold public 
hearings could necessitate frequent and lengthy hearings. Presuma- 
bly such hearings would have to be held even in instances where rela- 
atively small amounts of cargo were involved. If a hearing were not 
held, the cargo would be carried exclusively in American vessels. In 
addition, the specific reference to privately owned United States-flag 
commercial vessels apparently would exclude the participation of 
Government-owned or ope ‘rated vessels, including those chartered 
from the Government by private shipping companies. 

Furthermore, it is not clear to what extent vessels of third countries 
would be excluded in practice from participating in such traffic by 
virtue of the provision relating to foreign vessels not registered under 
the flag of the consignor or consignee nation. Presumably even after 
United States vessels were assured the carriage of at least 50 percent 
of a given movement, the vessels of a third country could still be 
excluded. 

This provision is another expression of “bilateralism” which 
threatens the established pattern of vessels engaging in the so-called 
cross, or indirect, trades. 

Finally, although S. 3233 is apparently intended to supersede pre- 

ious legislative requirements relating to cargo pre ferences, the bill 
contains no provision specifically repealing these requirements. 

In summary, let me say that the De ‘partment of State feels that the 
incorporation of the cargo-preference principle in permanent legis- 
lation, as proposed in this bill, would add impetus to the already alarm- 
ing growth of discriminatory cargo preferences. To that extent the 
principles contained _ S. 3233 are in conflict with this Government’s 
efforts to promote peace and prosperity by encouraging the expansion 
of international soy 

For this reason, the Department considers that the enacting of 
S. 3233 would be detrimental to the long-range interests of both the 
American merchant marine and the foreign commerce of the United 
States 


Mr. Chairman, the Department has received aide-memoire from sev- 
eral foreign governments with regard to the proposed bill. I have 
with me copies of these papers which the committee may wish to make 
a part of the record. 

Senator Burier. I would like very much to have them part of the 
Tecol d. and it w il] be so ordered. 
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(The aide-memoire above-referred to are as follows :) 
NokwaY—aA IDE-MEMOIRI 

On March 31, 1954, 2 bills were introduced into the Congress of the United 
States, 1 by Senator Butler and 1 by Representative Tollefson, with the pur- 
pose of making permanent, through amendment of the Merchant Marine Act 
of 1936, certain principles for United States flag participation in the ocean 
transportation of Government financed cargoes. 

The two bills, S. 3233 and H. R. 8659, provide in effect that 100 percent of 
cargoes procured, contracted for, or otherwise obtained for the account of the 
United States, or furnished to, or for the account of any foreign nation, must 
be carried in United States flag ships, and that relief from this requirement 
is only obtainable if the Secretary of Commerce, after public hearings, finds 
and certifies that United States-flag ships are not available in sufficient numbers 
or in sufficient tonnage capacity, etc. In any event at least 50 percent of such 
cargoes must be transported on privately owned American ships. It seems 
likely, however, that the provision for public hearing will, in practice, preclude 
the participation of other flag ships, even to the extent of 50 percent in such 
shipments. 

The bills further provide to restrict the use of ships registered under the 
flag of a third country, regardless of the desire of the consignor or the consignee. 

The Norwegian Government is of the opinion that restrictions in the form 
of cargo preference measures of any kind are detrimental to international trade 
and commerce. The bills now before Congress represent a most disturbing 
step in the direction of hampering the free interchange of shipping services 
which must be international, not bilateral, in character. Barriers set to the 
free movement of shipping will also tend to increase the cost of ocean 
transportation. 

Should the bills become law, they would have the most serious consequences 
for the Norwegian economy, because of the peculiar structure of the Norwegian 
shipping industry. The Norwegian merchant marine has traditionally been 
engaged to the extent of more than 85 percent in trading between foreign 
countries. 

The recurrent appearance of more and more restrictive legislation in the 
shipping field is considered by the Norwegian Government to embody a very 
dangerous tendency, not only by its direct effect on the operational conditions 
of international! shipping, but also because of the preceden. it establishes and 
because it encourages similar measures by other countries. Such legislation, 
wherever it originates, can only lead to detrimental consequences for world 
shipping and world seaborne trade and further generate retaliation. This might 
also affect adversely the American merchant marine. 

The Norwegian Government has noted with interest the recent recommenda- 
tions by the Commission on Foreign Economic Policy to the President and the 
Congress to the effect that restrictive measures upon shipping should be loosened 
rather than tightened. This principle is also subscribed to in the VPresident’s 
program for a foreign economic policy. 

The Norwegian Government considers the proposed legislation as contrary to 
the principles of liberalization and nondiscrimination in international trade 
and shipping which have been adopted by member countries of the Organiza- 
tion of European Economic Cooperation with the encouragement of the United 
States Government, and held to be essential to the prosperity and well-being 
of the free world. It would be regrettable, indeed, if the United Staes should 
take steps which would endanger the implementation of these fundamental 
principles, 

It is, therefore, hoped that the United States Government will earnestly con- 
sider the Norwegian Government's strong objections and deep concern rela 
tive to the proposed legislation. 


SwEeDEN—MEMORANDUM 


Two identical bills to amend the Merchant Marine Act, 1936, to provide per- 
manent legislation for the transportation of a substantial portion of water- 
borne cargoes in the United States-flag vessel—S. 3233 and H. R. 8659—were 
introduced into Congress on the 31st of March 1954. The bills reportedly con- 
tain a proposal to extend the so-called 50-percent rule and to enact the new 
regulation as an amendment of permanent character. 
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The Swedish Government, which considers the 50-percent rule now in prac 
tice detrimental to the cause of the international freedom of shipping, has noted 
this new legislation proposal—which does not seem to agree with the recom 
mendations on shipping by the Randall Commission—with great concern. If 
adopted by Congress, the bills would damage not only Swedish shipping directly 
but would furthermore set a dangerous precedent for similar protectionist legis 

tion in other countries; American legislation of this kind could thus be ex- 
pected to be invoked by countries wishing to adopt discriminating shipping 
policies Such an international development would evidently cause damaging 
effects to all parties concerned by seriously hampering international shipping, 
which probably would tend to increase shipping costs and have other undesirable 
effects as well 

It is the hope of the Swedish Government that these objections to the pro- 
posed legislation will be seriously considered by the United States Government 


Washington, D. C., May 4, 1954 





UNITED KINGDOM AIDE MEMOIR 


Reference is made to the bills S. 3283 and H. R. 8659, introduced into Congress 
on March 81 to amend the Merchant Marine Act, 19386, to provide permanent 
egislation for the transportation in United States flag vessels of waterborne 
cargoes in which the United States Government either directly or indirectly are 
financially interested 

~. The United States Secretary of State will be aware from the memorandum 
handed to the United States Secretary of the Treasury by the United Kingdom 
Chancellor of the Exchequer on April 24, 1953, of the importance attached by 
Hler Majesty’s Government to the principle of the freedom of shipping to compete 








in free and fair competition in international trade, and the serious impact on 
the economy of the United Kingdom of any departure from that principle. Het 
Majesty’s Government accordingly welcomed the recommendations on this sub 
the report of the Randall Commission. The proposals in the bills now 

» Congre appear to constitute a mplete negation of the letter and spirit 

f ese recommendations and Her Majesty’s Government assume that they a 
ordingly do not have the support of the United States administratior 

On a point of detail it is noted that the first proviso in the bills appears to 
contemplate, as a matter of principle, that carriage of cargoes of the types men 


tioned above should be reserved exclusively to United States flag vessels, and that 


relief from this overriding principle is possible only after the holding of public 


hearings Further i@ second proviso amounts to regulation by legislative 

ns of the empl ent of third-country-flag ships, irrespective of the choice 
or desire of the consignee or consigno On practical grounds alone the adminis 
tration of the provisions of these bills would appear to create very serious 





difficulties and uncertainties 
} | 


1. Apart from the general objections to the enforced distortion of normal 


gp lls is the implica 
tion is the words “shall furnish to or for the account of any foreign nation.” 
These words would seem to imply that transactions of any kind, whére the United 
States Government has any interest, however remote, or has in any way acted 
is an intermediary, could fall within the scope of the proposed legislation. Her 
Majesty’s Government would view such an interpretation with the gravest con 
cern, since it would result in the introduction of discriminatory shipping practices 
into transactions of any ordinary commercial nature. 

». The United States Government will not have overlooked the probability 


shipping patterns, one of the most disquieting features of the bi 








that these proposals, if adopted, would undoubtedly encourage the introduction 
by other countries of similar discriminatory shipping measures to an extent far 
greater than those now existing. Already certain countries have cited the prac 


tices introduced by the United States Government in connection with mutual-aid 
cargoes as a pretext for imposing discriminatory conditions in connection with 
their own national fleets. These practices on the part of other countries, whether 
retaliatory or not, affect acverse’y the United States merchant mirine vs well as 
the merchant fleets of other countries whose shipping is engaged in international 
trade 


BRITISH EMBASSY 


WASHINGTON, D. C., May 3, 1954 
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GERMAN Y—AIDE MEMOIRI 


On March 1, 1954, Senator Butler introduced a bill (S. 3233) in the Senate 
simultaneously with a similar bill (H. R. 8659) of Representative Tollefson in 
the House of Representatives to amend the Merchant Marine Act 1936 with the 
objective to provide legislation for the transportation of a substantial portion of 
waterborne cargoes in United States-flag vessels. 

In principle, these bills, if enacted, would require all aid cargoes to be carried 
in United States-flag vessels, subject only to waiver to 50 percent for the flag of 
the recipient countries after public hearing by the Secretary of Commerce. If 
correctly understood, the provisions under review would cover cargoes originat- 
ing within the United States and possessions and off-shore cargoes as well. 

It may be pointed out that no legislation of this or a similar nature exists in 
the Federal Republic of Germany in the field of marine transportation, and 
American shipping can unequivocally participate in traffic offered for shipment 
in West German ports. 

The intended legislation is also contrary to the recommendation of the Com- 
mittee on Foreign Economic Policy (Randall Commission) in its report to the 
President, dated January 23, 1954. The Commission recommended “that the 
statutory provisions requiring use of the United States vessels for shipments 
financed by loans or grants of the United States Government and its agencies 
be repealed.” 

The measure provided in the bills, when set into force, will undoubtedly deliver 
an unfortunate example to other countries and encourage them to promote restric- 
tions with the result that the free commercial intercourse would severely be 
hampered. 

In view of these consequences the diplomatic mission of the Federal Republic 
of Germany wishes to bring to the attention of the United States Government 
its deep concern in regard to the bills proposed. 

Washington, D. C. May 3, 1954. 


DENMARK—AIDE MEMOIRE 


On the 31st of March two identical bills, S. 3233 and H. R. 8659 to amend the 
Merchant Marine Act of 1936, were introduced into Congress. 

The tenor of the said bills seems to be that any cargo resulting from a transac 
tion in which the United States Government has had any part whatsoever shall be 
transported exclusively on privately owned United States-flag commercial ves- 
sels, unless the Secretary of Commerce after public hearing finds and certifies 
to the proper Government agency that foreign commerce of the United States 
will be promoted by permitting the use of foreign vessels or that privately owned 
United States flag commercial vessels are not available in sufficient numbers or 
tonnage capacity or at reasonable rates. In any case 50 percent of such cargoes 
shall be transported on privately-owned United States flag vessels to the extent 
that such vessels are available at fair and reasonable rates. Furthermore it 
seems to be contemplated in principle to exclude the use of ships registered under 
the flag of a third country (whether or not this is in accordance with the desire 
of the consignor and consignee). 

It is well known that the Danish Government considers any preferential 
treatment accorded national flag vessels as a dangerous infringement of the 
traditional freedom of shipping and trade. Any violation of this principle 
adversely affects the economy of Denmark, since a considerable part of Danish 
income of dollars and other foreign exchange is earned by Danish ships partici- 
pating in international ocean transportation under time-charter and otherwise. 

The Danish Government noted with great interest that the Randall Commission 
3 months ago in its recommendations on shipping endorsed the principle of 
freedom of shipping in proposing that provisions requiring the use of United 
States flag vessels for shipments financed by loans or grants of the United 
States Government be repealed. The President’s message to Congress on 
foreign economic policy indicates a similar point of view as the policy of the 
administration. 

It is the opinion of the Danish Government that the so-called 50 percent rule 
applied by the United States has already set a dangerous precedent which has 
done much to encourage similar practices in other countries. A chain reaction 
set in motion by such policies would eventually, by seriously hampering inter- 
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national shipping, cause material difficulties also to the United States shipping 
and other interests. Should the proposed legislation, S. 3233 and H. R. 8659, 
be adopted by Congress, the damaging effects to all parties concerned brought 
about by such chain reaction will be seriously increased. 

For that reason the said two bills have caused grave concern to the Danish 
Government as already stated at the last meeting of the working group of the 
Sea Transport Committee in Paris. It is hoped that the objections of the Danish 
Government regarding S. 3233 and H. R. 8659 will be given serious consideration. 

Washington, D. C., May 4, 1954. 

Senator Burier. Now, Mr. Kalijarvi, when you write us in response 
to the questions that have been asked, will you include in that letter 
the names of any American shipping companies or shipbuilding com- 
panies or persons engaged in the maritime business that you know of 
who are opposed to this bill ¢ 

Mr. Kauwarvi. All right, sir 

Senator Magnuson. I just want to add one thing. I want to say 
that I can’t quite come to an agreement with your broad conclusion 
that the expansion of international tr: ade will necessarily create the 
expansion of the American merchant marine. It could h: ave the Op- 
posite effect. We would hope that it would do that, but I can see that 
if we can’t compete in the broader field of competition, the worse off 
we are. 

Mr. Kauiuarvi. Yes. 

Senator Burter. Well, the answer of the Department would be that 
we will just pay larger subsidies or reduce our standard of living, one 
or the other. 

Senator Payne. Mr. Chairman, if you pay further subsidies aren't 
you imposing, then, upon the American taxpayer a double burden, 
one in which ‘the *y contribute to make possible the purchase of these 
items that we are talking about that are going to be transported under 
the provisions, and, secondly, then coming up with some more money 
to take care of the added costs that we are going to have to be faced 
with because of increased costs that American shipping is placed 
under ¢ 

Am I correct or not on that ? 

Mr. Karrsarvi. May I ask Mr. Karkashian to answer your question ? 

Senator Payne. Yes, sir. 

Mr. Karkasnian. Well, in general terms, we feel that perhaps a 
long-range atmosphere of commercial restrictions might impose an 
even greater burden on the American taxpayer mn having to pay higher 
prices for our imports. 

Senator Butter. Why do we have to have any commercial restric- 
tions? Have we no backbone at all? Can’t we sit down and talk 
to these people? These are giveaway cargoes, not commercial car- 
goes. The American taxpayer will say, “All right; we will throw 
a little more of it away.” We can’t win a battle that way. But 
they are not always right. We are going to be right once in a while. 

Senator Payne. I am correct, am I not, Mr. Chairman, that this 
bill does apply only to those cargoes in which the United States Gov- 
ernment, through its taxpayers, is making available through one 
means or another to foreign nations—— 

Senator Burter. That is correct, and cargoes purchased for its own 
account. 

Senator Parner. We are not talking about the general cargo opera- 
tions between commercial interests in the countries ¢ 
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Mr. Kanisarvi. That is correct. But our fear or concern, as I 
have indicated, is their effect upon our other operations. That is, 
what we do in this field will translate itself into the commercial field. 

Senator Payne. Do you know of any other nation on earth other 
than the United States of America that has entered into what I term 
as a sound and charitable program of trying to help their fellowmen 
over the world ? 

Mr. Kauisarvi. No, Mr. Chairman, I do not. 

Senator Payne. And has the American taxpayer—you get com- 
plaints from those, of course, who consider themselves as isolation- 
ists—but has the American taxpayer in general in any way com- 
- ained in the years in which we have been in operation about trying 
to help our fellowmen no matter where they may be who want to 
come up to and have an opportunity to live as we live in this country ¢ 

Mr. Kauisarvi. I know of no such instance. 

Senator Payne. And have we asked them for anything in return, 
other than perhaps respect and regard for our people and for the 
principles that we stand for ¢ 

Mr. Karisarvi. No, I do not know that, and I would not want the 
Department of State to be put in the position of taking any contrary 
views. 

Senator Payne. And I certainly wouldn’t, either, because I think 
what we have done, we have done because we have believed in it and 
we believe that because we are a nation so constituted that we are 
not self-contained to the extent that we just want everything for 
ourselves. We want to see other people have benefits, too, and we 
have done it and done it gladly, but as I said before, this is not a 
l-way street; it is a 2-way street; and if we are going as far as the 

American taxpayer is going in one direction, it is no more than fair 
that those countries we are ‘try ing to help should, on this type of pro- 
gram, Jook on us pretty favorably and give us a chance in taking 
money out of the taxpayers’ pockets to give to the shipping ope1 rators 
to likewise exist in carry ‘ing this trade, 

Mr. Kaxnrarvi. I certainly appreciate your point of view. 

Senator Payne. And I could not believe any of the countries you 
have mentioned this morning—because I have a high regard for the 
countries you named before as mighty outstanding—and I just can’t 
believe that they would be in a position of saying that that would be 
an unfair approach in any way. 

Mr. Kauisarvi. Well, they are very much concerned about it. 

If the committee wishes, I could read some paragraphs for you, 
but it will be a part of your record. 

Senator Burter. Well, is their concern well-founded or is it just 
founded on some nebulous thing that sooner or later we are going to 
come over and take their trade away from them ? 

Mr. Karisarvi. No; they are concerned on the basis of where this 
will lead to. 

Senator Burier. Well, aren’t we concerned about many acts they 
do as to where it is going to lead to? We certainly don’t freeze up and 
say “You are completely wrong and we are right and we are not going 
to talk to you.’ 

There are a lot of things that they do every day in the week that con- 
cern me greatly. If we deal with them on the basis that everything 
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they do is right and we are going to take it and everything we do is 
not right and they are not going to take it, we are not going to get any 
place. 

Mr. Kauisarvi. Mr. Chairman, I can assure you that we make rep- 
resentations abroad on the same basis they make representations to us 
here, that we are genuinely concerned about what is happening to ship- 
ping here and abroad, and we are not going to move in and support 
only what they believe is in their interest. 

Senator Burter. Do you mean to tell me that they think that this 
American cargo that is being paid for by the taxpayers of America and 
is being given away is any concern of theirs ? 

Mr. Kauisarvi. I think 

Senator Burier. We can’t even give it away the way we want to 
give it away’ I just can’t comprehend it. They want us to give the 
country away and they don’t want us to carry it. I just can’t under- 
stand that thinking. 

Senator Payne. Not carry all of it, but 50 percent of it. 

Senator Burier. Yes; we only want to carry 50 percent. If that 
is going to make enemies for this country, then I think it is a good 
time to find out who they are. 

Mr. Karisarvi. No, I do not think it is on that basis at all, Mr. 
Chairman. I think the basis of representation here is a genuine con- 
cern as to what will flow from this kind of legislation, you can not 
foretell the extent of the impact of this kind of legislation. 

As I have tried to indicate 

Senator Burter. So they immediately retaliate by passing legisla- 
tion to cover the field of commercial freight that has nothing whatever 
to do with this, and we say, “All right, we will crawl back in our shell 
and won't even ask for half of that which is ours because you are going 
to put this bogeyman up.” 

I say you just can’t win that way. The State Department can’t op- 
erate that way, because if they can scare you to death on a little thing 
like that, there is no help for us. 

Mr. Kauisarvt. Well, Mr. Chairman, I wonder if it is a question of 
being scared to death or if it is a question of apprehension ? 

Senator Butter. Apprehension about what 

Mr. Kauisarvi. I think what we are faced with here—again I re- 
peat—is the kind of climate, the kind of situation in which we are go- 
ing to conduct our trade and our commercial relations abroad, and 
that, to a very large extent, influences and relates to other peoples, and 
when they are concerned with what is going to happen to shipping 
generally and trade generally, and they make representations to us, 
I think they are talking about something that is of concern to them in 
which they have a valid interest. 

Senator Butter. All right. All you have to do is tell them the facts. 
Do you mean to tell me they can’t read English, that this bill is ex- 
pressly to cover cargoes purchased by the United States, owned by the 
United States outright for the account of a foreign nation that we 
are giving itto? They can certainly read. 

Mr. Wessrer. Mr. Kalijarvi, in that same connection, I think one 
thing that your presentation of the State Department’s philosophy 
would have done if we had not already understood it would be to make 
us realize that in any committee report which came out we should 
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emphasize the narrowness of what we were doing, and the exceptional 
nature of it as distinguished from the laying down or the beginning 
of any broad program 

Senator Payne. Well, that brings up the question there of whether 
or not the State Department might be able to submit some suggested 
language that could be included in the bill that would make it clear 
to all concerned so that a know exactly that this does apply. I think 
it says it pretty clearly, but maybe you can come up with some lan 
guage that would set it out. 

Mr. Wersrer. That would make your job easier—wouldn’t it, Sen- 
ator Payne? 

Senator Payne. You are absolutely right. It would make your 
job easier in dealing with foreign nations that see this as a threat to 
continuing preference covering the whole field of foreign commerce 
by this big Yankee giant. 

Mr. Wensrer. I think that your position here today has been one 
of opposition to the bill, You have not suggested any ‘middle ground 
to meet the dangers which you see and since I am sure you have ob 
served from what you have heard here on the part of the Senators 
today, and perhaps myself, also, the feeling that this is exceptional 
legislation—it is a foreign-aid type legislation—I would hope that 
when you write us, as Senator Payne suggests, you may be able to 
suggest something that, should we see fit to pass this type of bill with 
amendments, I would assume, would make your job easier and would 
meet the problems which you have raised. 

Mr. Karisarvi. Yes, sir. 

Senator Burrier. And don’t you think that the position of your 
Department is in fact encouraging these people to press their claim ? 
They know that you are against it. They know the American people 
are for it. And here our own State Department is going out and help- 
ing them to make it tough on us. 

I think this State Department ought to represent the will of the 
yeople of the United States, and every Congress from year to year 
f 1as passed this type of legislation, whic ‘h clear] ly shows that the people 
want it, and I am satisfied that the people of America want to be fair, 
as the Senator from Maine has said, but the people of America just 
don’t want to be made suckers of. 

Mr. Kauisarvi. Mr. Chairman, let me make the record clear on 
this point. 

The State Department serves first and foremost the people of the 
United States. There is just no question about that. If we served 
any other interests we would have no business being in business, and 
the idea that the State Department is against the interests of' the 
United States or against the Congress I hope can be dispelled and 
corrected because it is contrary to fact. It is not so. 

Senator Butter. Well, I don’t know too much about that. I have 
seen many instances where I thought the State Department was doing 
things that the Congress didn’t like and the people of America didn’t 
like. Asa matter of fact, I think that is why we have a new President 
in the White House now, because they got simply disgusted with it. 
So don’t say the State Department doesn’t make mist: akes, 

Mr. Karisarvr. I don’t say the State Department doesn’t make 
mistakes. 
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Senator Burier. That is the equivalent of it. In their judgment, 
they cannot make a mistake. I disagree. 

Mr. Kanisarvi. I do not think my statement justifies that kind of 
conclusion, Mr. Chairman. 

The second point I would like to make is that we are the one agency 
responsible for bringing to the attention of the Congress and of the 
other agencies of the Government of the United States the views, the 
climate abroad, the kind of things you have to deal with and take into 
consideration, and we would be remiss in our responsibilities, Mr. 
Chairman, if we did not bring that to your attention. 

Senator Burier. All right. Does it work the other way? Do they 
have men over here that reflect climate over here, or is that completely 
neglected and we get a one-way street and we get their climate and 
they get none of our climate ? 

We have climate over here, and if they get used to us they can get 
used to our climate. 

Mr. Kanisarvi. I don’t understand you. 

Senator Burier. I am trying to make myself perfectly clear, that 
the way this thing operates, no matter how nebulous this thing may 
be, the State Department gives real credence to it and does not really 
go to bat and fight for this thing that is eminently right. 

We have a right to have half of this cargo—as a matter of fact, 
T think all of it—when we give it away. I think we ought to have 
the right to carry it, but let’s say we compromise it and give them 
50 percent. I think that is fair. 

Now, if we can’t have any climate on the other side to see our view 
in any way, then I don’t see what difference it makes what the 
climate is. 

Mr. Wesster. Mr. Kalijarvi, my last statement from your testimony 
is this: 

It seems to be the weakest part of your position is that what you 
fear is based on the premise that the foreign countries will misunder- 
stand what we are here trying to do. 

I say, first of all, you can pretty well count that since you have made 
that fear clear to the Congress through this subcommittee, we will 
do our utmost to take care of it; and the other one, the fear that 
you won't be able to make it clear to them is really a self-indictment, 
or it is the recognition of something that has been there for a long 
time and you are still in the process ‘of tr ying to clean up, the matter 
of being able to express clearly and convincingly the rightness of 
our position. 

Senator Burier. Well, I have to go to the floor. 

The subcommittee will adjourn, and thank you ever so much, Mr. 
Kalijarvi. 

Any remarks I made were certainly not remarks against you per- 
sonally. I hope I was not too tough on the State Department, but I 
feel that way about it, and I think that we have to get tougher in 
our attitude if we are to have any chance to survive in this so-called 
free world. 

We will meet here again next Thursday afternoon at 2 o'clock. 
Meantime, these hearings will be recessed. 

(W hereupon, at 12:05 p. m., the hearing was recessed to Thursday, 
May 13, 1954, at 2 p. m.) 
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CARGO PREFERENCE BILL 
(50-50 Cargo) 


THURSDAY, MAY 13, 1954 


UNITED STATES SENATE, 
SUBCOMMITTEE No. 4 ON WaTER 
‘TRANSPORTATION OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 2:48 p. m., pursuant to recess, in room 
G-16 of the Capitol, Senator John Marshall Butler (chairman of the 
subcommittee) presiding. 

Present : Senator Butler. 

Also present: Bertram O. Wissman, chief clerk; Donald D. Web- 
ster, subcommittee counsel; and A. J. Bourbon, subcommittee staff 
member. 

Senator Burier. The subcommittee will come to order. 

I regret that I am late, but we just had a vote and I wanted to stay 
and see what the result of the vote was. 

This being a continuance of a prior hearing, held May 5, on S. 
3233, the cargo preference, or so-called 50-50 bill, it would seem 
needless to do more than state briefly again the purposes of the bill 
-_ what has gone before today’s hearings. 

3233 was introduced by me at the joint request of management 
nd labor in the shipping industry. Its purpose is to make perma- 
nent and all-inclusive the principle now embodied in the various for- 
eign-aid bills that would assure to United States flag vessels at least 
50 percent of cargoes financed in any way by Federal funds. 

At the May 5 hearing the State Department’s representative ex- 
plained the Department’s policy with regard to the proposed bill. A 
further clarification by the Department of State of certain points 
raised at that hearing will be presented in writing for the record. 

Today we will have testimony from the department of Defense and 
other Government agencies, as well as from labor and from some, at 
least, of the merchant marine representatives. 

Before calling the first witness, I would like to offer the following 
communications from interested parties for inclusion in the record: 

Letter from the Department of Agriculture, dated May 6, 1954, 
signed by M. J. Hudtloff; letter from Export-Import Bank of Wash- 
ington, dated May 4, 1954, signed by Glenn E. Edgerton; letter from 
American Cotton Shippers Association, Memphis, Tenn., dated 
April 5, 1954, signed by John White; letter from the Waterman 
Steamship Corp., dated May 7, 1954, signed by W. B. Garner; letter 
from Reconstruction Finance Corporation, dated May 4, 1954, signed 
by Lawrence B. Robbins, Administrator; and a letter from David B. 
Jarvis, dated May 4, 1954. 
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(The communications referred to are as follows:) 
UNITED STATES DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
[TRANSPORTATION AND WAREHOUSING DIVISION, 
Washington 25, D. C., May 6, 1954. 
Mr. DONALD D. WrBSTER 
Special Couns Subcommittee on Water Transportation, 
Nenate Ce nittee on Interstate and Foreign Commerce, 


Washington 25, D.C. 


Dear Mr. Werstrer: This is in reply to your letter dated April 30, 1954, in 


which you invited our participation in an open hearing on S. 52335 (cargo prefer- 
ence bill) before your subcommittee 

In arranging ocean transportation on agricultural commodities from United 
States and foreign ports to various overseas destinations under the Foreign 
Assistance Act of 1948, as amended, this Department acts in the capacity of 
an agent for the Foreign Operations Administration. We, therefore, feel that 
our attendance at this hearing would be unnecessary. I am pleased, however, to 
furnish the following information which was requested in the last two para- 
graphs of your letter 

The Foreign Assistance Act of 1948 provides that at least 50 percent of the 
tonnage shipped overseas from United States ports or United States possessions 
be transported in United States-flag vessels. In the administration of this pro- 
vision, the Foreign Operations Administration divides ocean carriers into three 
categories, namely, charter, berth, and tanker so that in effect the 50 percent 
provision applies to each of these categories 

In addition, these three categories are maintained within specific geographical 
areas. For example, shipments to Greece are included in the Mediterranean 
sector which also embraces other Mediterranean countries. Such charters are 
coordinated with FOA in order that the 50 percent provision be maintained in 
balance for the entire geographical area 

The attached tables indicate shipments actually handled by this Department 
from July 1, 1953, through April 1954, and show that 68 percent of our char- 
tered tonnage and 94 percent of our berth tonnage were transported on United 
States-flag vessels. 

You will note that table I attached hereto indicates 11 vessels were chartered 
to transport offshore sugar to Iran. These were the only shipments arranged 
by this Department on shipments from foreign ports of origin to another foreign 
country. Our records indicate the following with respect to these shipments: 

On October 9, 1953, two foreign-flag vessels were chartered out of Antwerp, 

telgium, to Iran at rates of $8.25 and $8.50 per long ton. We received a bid 
from a United States-flag vessel at the rate of $16 per long ton. 

On November 30, 1953, two foreign-flag vessels were chartered to transport 
sugar from Formosa to Iran at the rate of $6.70 per long ton for each vessel. 
One United States-flag vessel bid $12.45 and another $14.95 per long ton. 

On December 31, 1953, we chartered a foreign-flag vessel for a movement from 
Formosa to Iran at the rate of $7 per long ton. One United States-flag vessel 
bid $13.38 per long ton. 

This Department obtained prior clearance from FOA before awarding the 
above-cited charters to the foreign-flag vessels notwithstanding the great dif- 
ferential in rates quoted. 

We trust that the above information will be helpful in your subcommittee 
considerations. 


Very truly yours, M. J. Huptwiorr, Director. 


TABLE I.—Charters 


Number of vessels | Tonnage (long tons) 





Country - a seen a 

American Foreign American Foreign 

Pa an 23 221,619 oaim 

tm 1 2 9, 900 12, 173 

Greece f 3 3, 862 

Ir 11 98, 414 
lorda 1 9, 671 

Total 25 16 241, 190 114, 449 


Percent witea 68 32 
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TABLE II Berth 


To ige 
( Al n 
\ I j 
t 
I 
Pak ( 
I ‘ \ 
I 
Fo ) i ) 
Git ( 4 
Ko 9 
PI 
West I 11 & 
J 44 
Li 9.9 
Bye \ 14 R 
Af 9 » Qs 61 
Egy l 1, 449 
Yu | $() 
é 3] 24 2 1,14 
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Exrort-IMport BANK OF WASTIINGTON, 
OFFICE OF THE MANAGING DIRECTOR, 
Washington 25, D. C., May 4, 1954 
Mr. Bertram O. WISSMAN, 
Chief Clerk, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. WIssSMAN: I wish to acknowledge receipt of letter dated April 30, 
1954, from Mr. Donald D. Webster, special counsel, Subcommittee on Water 
Transportation, advising me that this subcommittee will hold an open hearing on 
By (cargo preference bill) on Wednesday, May 5, and inviting me to attend 
and to testify or offer a written statement if 1 so desire 

The various acts of Congress containing the provision that at least 50 percent 
of the cargoes financed by Federal funds be transported by United States flag 
vessels, which this bill will make permanent, have not by their terms been appli 
cable to the operations of the Export-Import Bank. Operations under the 
Export-Import Bank Act of 1945, as amended, have, with respect to shipping, 
been conducted under the provisions of Public Resolution No, 17 of the 73d 
Congress in coordination with the Maritime Administration 

Since S. 3233 specifically continues in full force and effect Public Resolution 
No. 17 of the 78d Congress, it does not appear that the bill will affect procedures 
of the Bank under the Export-Import Bank Act of 1945, as amended. Under 
these circumstances, I do not request an opportunity to testify but will be happy 
to have a representative of the bank attend the hearings 

Very sincerely yours, 





GLEN E. EpGerton, Managing Director 


AMERICAN COTTON SHIPPERS ASSOCIATION, 
Vemphis 1, Tenn., April d, 1954 
Hon. JOHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C 


DreaR Mr. CHARMAN: The American Cotton Shippers Association is opposed 
to the provisions of S. 3233, believing it damaging to the foreign commerce of the 
United States and specifically to the exportation of American cotton. It is our 
belief that any necessary subsidy to American vessels should be direct and not 
imposed upon exports of cotton and like commodities, which already have suffi- 
cient difficulties. 

Opportunity for hearing is requested before 8. 3233 is acted upon. 

Yours very truly, 
JOHN C. WHITE. 
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WATERMAN STEAMSHIP CORI 
EXECUTIVE DEPARTMENT, 
Vobile 9, Ala., May 7, 1954 


Hon. JoHN M. BUTLER, 
Nenate Office Building 
Washington, D. C 

DEAR SENATOR BUTLER: Since writing you April 28 regarding the subject bill 
it has been studied by our legal department as well as the writer 

I am very strongly of the opinion that American flag privately owned vessels 
should be afforded the opportunity of transporting at least 50 percent of the 
cargo procured by our Government under the conditions stipulated in this bill. 
In my opinion, the privately owned American flag vessels are deserving of such 
Statutory protection I recall that milar provision has been enacted by the 
Congress from time to time in con ion with the ECA Act, Mutual Security 
Act, and such foreign aid measures 

I think it is enough for our foreign allies and foreign friendly nations to 
ibilitation 
and defense without claiming for vessels of their own foreign flags the right to 
transport more than 50 percent of such tonnage My views are expressed under 
the assumption that the necessary privately owned American flag vessels would 
be available upon reasonable notice and on the basis of fair and reasonable rates. 

Il appreciate the opportunity which you have afforded me to express our views 
rding this bi 





require our Government to supply the materials necessary for their 1 








"ith all good wishes 
Yours sincerely, 
W. B. GARNER. 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C., May 4, 1954. 
Mr. DONALD 1). WEBSTER, 
Special Counsel, Subcommittee on Water Transportation, 
United States Senate, Washington, D. C. 


Deak Mr. WeBster: Thank you for your letter dated April 30, 1954, inviting 
our attendance at the open hearings to be held on S. 3233, relating to the 
transportation of cargoes in the United States-flag vessels 

In view of the fact that this Corporation is presently engaged in liquidat- 
ing its assets and winding up its affairs as expeditiously as possible in accord- 
ance with the provisions of section 102 (c) of the Reconstruction Finance 
Corporation Liquidation Act, we do not feel that we should offer any views 
regarding the transportation of cargoes in the future. 

Your kindness in inviting us to attend your hearings is very much appreciated. 

Sincerely, 


LAURENCE B. RoBBINS, Administrator. 


New York, May 4, 1954. 
Senator JouNn W. BRICKER, 
Interstate and Foreign Commerce, 
Water Transportation Subco nittee, 
lnited States Senate, Washington 25, D. C. 


Dear Sir: Your special subcommittee is studying the so-called 50/50 law 
with respect to the requirement that foreign-aid cargoes be carried by United 
States-flag vessels I respectfully submit this letter and request that it be 
Li le part of the record 

In the first place, where the American taxpayer, through the Congress, agrees 
to be taxed for “foreign aid,” it seems to me incongruous that any part of such 
aid should be paid to American ship owners unless they can move cargoes as 
cheaply as other owners. President Eisenhower has said that any aid to 
American vessels must be direct If Foreign Operations Administration is 
obliged to require that foreign countries pay high rates to charter United States 
flag vessels with their decreasing supply of dollar aid, that assistance to Amer- 
is certainly not direct. I can, however, see no real objection 
to requiring that United States subsidized conference lines be utilized up to 
the capacity of present vessels serving such essential routes. 


ican flag vessels 
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It is usually argued that those who invested risk capital in purchasing war 
surplus American tramp vessels, Should receive Government support now that 
freight rates have fallen, These purchasers knew very well that they could 
not expect to compete with foreign-flag tramp vessels when world trade came 
back to normal. Actually in very few cases did the purchaser risk any capital 
investment. It can be easily established that these purchasers at the time 
of purchase held charters for single or consecutive voyages with the surety 
that sufficient profit would accrue to pay off their down payment of 25 percent 
on the purchase price. In most cases, purchase was made by a_ subsidiary 
company With limited capital and it was the intention to default on their Govern- 
ment mortgage if transfer of flag was not obtainable. 

These opportunist tramp owners who, when they purchased the vessels with- 
out any assurance of being able to operate beyond their charter commitments, 
had a “windfall” from further foreign aid cargoes in 1948-49 and a further 
“windfall” at the advent of the Korean incident. These same opportunists are 
now seeking to perpetuate themselves in a business which, in the first instance, 
Was a temporary business. 

When a witness is*Sworn in a court of law, he must swear to “tell the truth, 
the whole truth * * *.” Shipping lobby propaganda does not tell the whole 
truth and the Congress and the taxpayers are continually mislead on shipping 
matters. 

Very truly yours, 
DAvip B. JARVIS. 

Senator Buriter. Mr. Thomas M. Stewart, Assistant Legislative 
Counsel, Department of Interior, has notified us they are not interested 
in this bill. 

Our first witness will be Colonel Arthur G. Syran. 

Colonel, will you please take the stand. 

Mr. Syran. Yes, sir. 

Senator Butter. How do you do, sir? 

Mr. Syran. It is nice to appear before your committee. 

Senator Burier. It is nice to have you. 

Mr. Syran. Thank you. 

Senator Butter. Colonel, you may go ri 


ht ahead, if you like. 


STATEMENT OF ARTHUR G. SYRAN, DIRECTOR, OFFICE OF TRANS- 
PORTATION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Syran. Yes, sir. 

My name is Arthur G. Syran, and I am the Director of the Office 
of Transportation of the Foreign Operations Administration. 

Senator Butter. May I break in at that point ¢ 

Mr. Syran. Yes, sir. 

Senator Burier. I want to say the last time I saw the Colonel was 
on the Golden Arrow, going from London to where—Southampton 4 

Mr. Syran. I think it was. That is right, sir. 

Senator Butter. It has been too long a time, Colonel. 

Mr. Syran. Yes, sir. 

Senator Burier. I would like to see more of you. 

Mr. Syran. Thank you, sir. 

I have previously served as Director of Transportation of the Mutual 
Security Agency, as well as for the Economic Cooperation Administra- 
tion, the predecessor agencies of the FOA. Among my) responsibilities 
is that of assuring the compliance with the statutory requirements of 
section 111(a) (2) of the Economic Cooperation Act of 1948, which is 
Public Law 472 of the 80th Congress, as amended in 1949 by Public 
Law 47 of the 81st Congress, and which has been carried forward in 
the present Mutual Security legislation, and section 106 of the Mutual 
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Security Appropriation Act. 1954, which in effect extends the d0—50 
shipping clause of section 111(a)(2) to countries in which assistance 
Is provided under the act for International development. The com- 
mittee is familiar with the text of these sections which require the 
transportation of at least 50 percent of the FOA-financed cargoes on 
United States flag vessels. 

| have been requested fo appeal here to express the views of the 
Foreign Operations Administration with respect to permanent ship 
ping leoislation, S. 3233. whiel has been introduced in the Senate by 
the chairman of this subcommittee. 

I should note at the outset that Governor Stassen has always sup 
ported the view that the nation il interest requires hi untenance of ul 
strong United States merchant marine and awpprec lates that S. 3233 
was introduced with this ob rye ctive in mind, as one means to aaiiak the 
American merchant marine in meeting the many difficulties with 
which it is beset. 

All agree that the American merchant marine should be assisted. 
The ditty ulty always al ises as to W hat form the assistance should take. 
It has been our feeling that no single form of assistance will solve the 
problem. 

| had the pl ivilege ot appeal Ing before the Special Subcommittee 
on Maritime Studies under the chairmanship of Senator Potter about 
a vear ago, and at that time I pointed out th: it there were many facets 
to the problem. I refer to the hearings of the subcommittee, 83d Con- 
eress, Ist session, merchant marine studies, pages DS to 61. 

Senator Burier. I just had a call that the majority leader is about 
to bring up a bill in which I am interested. It will not be very long, 
ind IT will ask Mr. Webster. the general counsel of the committee, to 
continue the hearings in my absence, which T believe will be brief. 

Mr. Syran. Yes, sir. 

S ‘ator 131 ruer. And then I will be right back. 

Mr. Wersrer. Fine, Senator. 

Mr. Syran. It was pointed out at that time that subsidy alone 
merely places American berth line operators that have subsidies on a 
cost Pee t\ with foreign competitors. However, if they secure no 
cargo, while their operating costs might be equalized, their revenue 
would : e nil. On the other hand, if there were no subsidy and solely a 
sh pping prov ision necessitat ing the movement of cargoes by those ves- 
sels at conference rates, the American lines would have serious financial 
difficulty because of higher operating costs. 

\s we see it, the entire purpose of this bill is to assist the American 
merchant marine and this ageney has had a great deal of experience 
with the 50 percent prov ision. It has oper: ated this section for 6 years, 
and with the exception, of the first part of calendar year 1948 has 
always met the conditions of that provision. 

I might insert here in my prepared statement that even in the first 6 
months of that period and for the entire vear, from April 1948 to April 

1949, wherein we did not meet the overall 50- percent provision, we did 
receive 50 percent-plus on American-flag vessels in the liner category: 
but where we did not achieve it was in the tramp category, at which 
time it was 46.8 percent. 

How helpful this provision has been*to the American merchant 
marine can be seen by the dollars that this agency has paid as revenue 
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» American slipping lines from April 1948 through June 1953. ‘The 
mount is $763 million. 

Of that amount, incidentally, $222 million was paid directly to liner 
operators, plus an additional approximate $52 million being the 
freight cost on C and F shipments, or a total of about $274 million. 

In interpreting the rules, we have paid dollars to American-flag lines 
carrying ECA-, MSA-, and FOA-financed cargoes. We have not paid 
dollars for freight to vessels of a country moy ing FOA cargoes to 1ts 
own ports. The cost in the main there is in local currency and the 
country pays itsown Way. 

We (liscovered at an early date that there were op portunities for 
American-flag vessels to partic ipate in the movement of commercial 
cargoes which were not financed by KECA-FOA. In order to conform 
with the spirit of the law, which was to aid the American merchant 
marine, we amended our regulation so that we would pay the dollar 
freight to any American Line moving any cargo to any country receiv 
ing assistance, whether it was FOA financed or whether it was not 
FO A financed. 

Insofar as this agency is concerned, while we have never advocated 
the insertion specifically of any shipping provision, we have on the 
other hand at no time sought or asked for its repeal. On the contrary, 
we have always felt that we could live with the provisions of the 
current statute. Morover, Governor Stassen has indicated in a letter 
to Chairman Weichel of about a year ago that, whether the provisions 
of section 111 (a) (2) of the Economic Cooperation Act, as amended, 
were included in any special statute dealing with relief cargoes or not, 
this agency would administer the program in the light of section 
111 (a) (2). In fact, there is now in draft form a bill consolidating 
11 foreign-aid statutes which is up for consideration by the Foreign 
Affairs Committee. This executive branch bill specifically proposes 
the insertion of language similar to section 111 (a) (2) to administer 
this temporary foreign assistance. 

The que stion in my mind 1S, however, whether any cargo bill of this 
kind will prove of tangible benefit to the American merchant marine. 

I am referring specifically to S. 3233. 

As an indication, I point out that a total of $763 million paid to 
American lines since the beginning of the program, 299 million were 
paid the first year, 132 million the second year, 116 million the third 
year, and 171 million the fourth year—and the reason for that 171 
million was due to the heavy coal and grain movement during the 
post-Korean outbreak of war—and 45 million the fifth year. That 
is the fifth vear ending June 30, 1953. 

It will be noted that the revenue received by American shipping 
companies as a result of the Economic Cooperation Act, even though 
they received over 50 percent of the tonnage, have been declining each 
successive year in direct proportion to the volume of cargo financed 
under these aid programs. The only exception was the rise in the 
fourth year, 1951, when a substantial number of GAA vessels were 
used for the movement of coal and grain to Europe and other areas 

This reduced rate of FOA freight expenditures will continue as 
we go along, because the tendene Vv has been to higher value per ton 
eargo. For example, $1,000 pure ‘hases 100 tons of coal. The freight 
revenue for the coal would be $10 per ton, resulting in $1,000 revenue. 
On the other hand, today $1,000 may produce and purchase 1 ton of 
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high quality, expensive machinery, the freight revenue being $50 
per ton. 

This is a temporary agency, and it has endeavored in all instances 
to follow private channels of trade insofar as practical. Aid cargoes 
in terms of commodities are generally on the decline. The question 
in my mind is how beneficial the current provisions of section 
111 (a) (2) or this proposed bill will be to the American merchant 
marine. As the program is further reduced, so will freight revenue. 

I repeat that Governor Stassen is extremely interested in the well- 
being of the American merchant marine and has personal experience 
of what it did in World War IT. 

If the proposal here was that language similar to section 111 (a) (2) 
be enacted into permanent legislation, our only reservation would be 
the question of the desirability of adopting permanent legislation for 
a transient assistance effort, the effectiveness of which on shipping 
revenues has already greatly declined. 

However, I think we all recognize that this is no solution to the 
problem. The shipping industry has not suggested that its existence 
is entirely dependent upon the movement of aid cargoes. On the con- 
trary, there is initiative, ingenuity, and skill among American ship- 
owners, as well as the ability and desire to participate in the move- 
ment of privately financed commodities in the foreign commerce of 
the United States, as it has done for almost two centuries. Therefore, 
no law should be enacted which would hinder their solicitation of 
freight in the open market. 

In examining the provisions of this bill, it appears to me that any 
extension of the current wording of section 111 (a) (2) would be in 
fact detrimental and against the best interest of the American mer- 
chant marine, specifically with respect to the 100 percent provision. 
If this were inserted, it would mean that American ships would meet 
strong competitive forces on the part of other maritime nations of the 
world. Whether by legislation or by actual practice there would be 
a desire on the part of other countries to preclude American ships 
from participation in any of the free cargo. It would also mean that 
American ships would carry cargo as directed by statute and would 
almost be relegated to one-way traffic. They would move 100 percent 
of air cargoes in one direction and would be returning in the other 
direction light. Steamship owners know that it is essential to good 
business that freight be moved in both directions. If such a provision 
were enacted it would seem to me that revenue-wise American ship- 
owners would receive less net benefit. 

While the Merchant Marine Act of 1936 states that we should have 
a merchant marine sufficient for the export and import foreign com- 
merce of the United States, this bill goes considerably beyond into 
ithe field of the cross trades—a field that United States flags have 
never engaged in because of the competitive cost factors—and would 
be an extension of the policy expressed in the 1936 act. This bill, 
therefore, would place the American merchant marine in a difficult 
position since it would be forced to embark on a temporary basis into 
a trade not heretofore engaged in except for way-port activity on the 
part of some of the berth-line operators. 

It is our belief, then, that the enactment of a permanent statute 
such as the proposed bill, which goes far beyond the current language 
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of section 111 (a) (2) would not only be detrimental to the American 
merchant marine but would in fact result in increased discriminatory 
practices and might in fact result in lower net incomes to the shipping 
concerns. We do not believe that it will acc omplish what the proposed 
bill seeks to accomplish. 

Aside from these difficulties, a bill which provides 100 percent and 
covers the cross trades would be administratively almost impossible to 
comply with. If we are to encourage commercial channels of trade, 
procurement activities will funnel through hundreds of suppliers. To 
police these transactions on an individual basis would involve, in our 
judgment, undesirable governmental interference in commercial 
operations. 

The chairman of this subcommittee requested the views of each wit- 
ness on the proposed bill assuming that the 100-percent proviso were 
eliminated. In our view, this deletion would represent an improved 
step toward practicality. However, the bill would still represent a 
considerable change from the language of section 111 (a) (2) which, 
as noted above, has proved practical of fulfillment and has materially 
assisted the American merchant marine. The consignor-consignee 
proviso of the bill would, for example, involve United States Govern- 
ment discrimination between foreign nation flag vessels and would 
penalize such maritime countries as Norway which are no longer re- 
ceiving economic or defense support assistance. Although the con- 
vertibility guaranty provision is, we assume, intended to cover cur- 
rent transactions, it might alse y its terms involve an extension of the 
cargo-preference principle (o essentially private transactions, since 
the FOA convertibility guaranty merely represents insurance to a 
United States investor against the possibili ty that the foreign coun- 
try in which he is m: iking a private investment will at some time dur- 
ing the life of the guaranty not previde dollar exchange as a return on 
the investment. 

The sole point, as I see it, is to the maximum extent possible how 
cargo may be funneled to American-flag ships. As to where this en- 
forcement machinery shall be installed, that is another problem. In- 
sofar as this agency is concerned, it is immaterial where the funneling 
responsibility will lie. However, it is only realistic to see that in the 
creation of the FOA last August it was found that more efficient ac 
tivity could be attained if all of these aid programs were combined 
under a single head and operated under a single unit, now encom- 
passing some 56 countries throughout the world. These are operated 
through various program desks. The information from program to 
authorized purchase to final movement is under the control of a single 
agency. If another agency were to oversee the provisions of this bill 
it would be a duplication of effort, requiring the same work to be done 
by the same people in this agency and merely transmitting the final 
results to another agency. Simultaneously, the Department of Com- 
merce, if it were the enforcement agency, would have to set up a unit 
comparable in size and activity, plus some additional statistical units 
to follow up this and other agencies, with duplication of effort and 
expense. 

I might add there if it did go to another agency the Department of 
Commerce would be required to put in a request for a special appro- 
priation for funds with which to pay the dollar costs, while under the 
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current operation, under the current agency, the moneys come out of 
the general fund. 

Finally, it is our view that the current bill would not attain the ob- 
jective. As noted anor, if the committee should in its wisdom decide 
to modify the bill so that its language would par: . that of the cur- 
rent section 111 (a) (2), our reservations would be limited to the 
question of the desirability of including in permanent legislation a 
temporary stopgap solution. Governor Stassen has indicated that in 
connection with any aid program which FOA might administer, it 
would fully comp ly with the provisions of section 111 (a) (2) and 
would thus assist the American merchant marine. Accordingly, 
there fore, the Foreign Operations Administration recommends that 
S. 3233 not be enacted into law. 

Mr. Wesster. Colonel Syran, I think the record should show that 
we have had the benefit, thanks to your courtesy, of discussing this 
bill only yesterday. Is that correct ? 

Mr. Syran. Yes, sir. 

Mr. Wessrer. I believe also with the benetit of having Mr. George 
Rothschild present. 

Mr. Syran. Yes, sir. 

Mr. Wessrer. At that time you indicated at my request that there 
were certain questions which you thought ae lhe lp develop certain 
of the ramifications and aspects of your position in this matter. I 
would like first to put those questions to you before oneene bac kk to 
some that are rather personal to me, ie I think would be to the 
members of the subcommittee. After all, that is the important thing 
about this hearing today. That is the ceeneat itely important thing. 

In your statement you mentioned that FOA has paid American 
shipping lines $763 million. In your opinion how would the provi- 
sions - this bill affect the cost of FOA oper: ations both in respect of 
the 100 percent proviso and the inclusion of the clause dealing with 
the cross trades ? 

Mr. Syran. I would say that the amount of money would be dou- 
bled at least. That is, the $763 millon, if we were to have a 100 
percent provision, would be $1,500 million. On top of that there 
would be the additional amount for the cross trades, which we esti- 
mate would be probably another $40 million. 

Now, on the cross trades I think it is well to point out that the 
biggest single amount in the cross trades that we have financed is 
palevionm from the Middle East to the Mediterranean European 

intries, and to the north European countries. The vast majority 
of the money has been paid to American as well as foreign flag tank- 
ers, but in the main the foreign flag tankers have been what is more 
or less commonly known as under ancien United States control. 

Mr. Wensrer. In your statement you gave your opinion that the 
100 percent proviso would not be adv: a igeous to American ship- 
owners. However, the proviso as it is written in the bill provides for 
exceptions on the basis of public hearings by the Secretary of 
Commerce. 

Would not those exceptions take care of the problem, and would 
they prove prac “9 al? 

Mr. Syran. I do not think those exceptions would prove practical 
because of the normal amount of time to grind out the information. 
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I listed or took some notes as to what transpired in 1950-51, at which 
time we asked originally for the breakout of ships from the reserve 
fleet and to be made available to private American shipping concerns 
on a bareboat charter for utilization in the heavy coal and grain 
program. That indicates that my original conference was on the 
28th of November, which was followed by memoranda and official 
letters resulting in a formal notice in the Federal Register setting up 
a meeting which was held on the 18th of December, at which time 
sworn testimony was taken. 

The findings of the Board were made known 2 days later, on the 
20th of December. 

Then it appeared that the notice in the Federal Register did not 
fully conform with the desired request. That was a technical diffi 
culty which necessitated by writing a second letter and resulting in 
a second notice being published in the Federal Register, and a second 
hearing being held on the 16th of February. 

So that in that instance it took 214 months. 

Let us say in practice that this might be cut down. Six weeks would 
be a minimum time which under normal circumstances is unques 
tionably an unreasonable expenditure of time. This exception will be 
extremely difficult and cumbersome, and I do not think would achieve 
any success. 

Mr. Wessrer. Depending on what success one was looking for. 

Mr. Syran. Yes. But I say, if you had there instances, for in- 
stance, of pharmaceuticals, and there is also sometimes urgency for 
machinery, and there are times when we even fly commodities. There 
have been times when we have had to fly spare parts, shall we say, in 
some areas where a great piece of machinery is not functioning for 
want of a spark plug, let us say. 

Mr. Werster. I think whi at you are saying as far as the 100 percent 
provision is concerned—and you correct me if I am wrong—is that 
to go through the process of public hearings in order to get oneself 
out of the effects of the 100 percent provision would require a great 
deal of time. 

Mr. Syran. There is no question about it. That is my statement. 

Mr. Werster. You have indicated that the FOA financing follows 
commercial practices to the extent practicable. Will this bill in con- 
nection with FOA finance transactions affect the commercial opera 
tions, and if so, how ? 

Mr. Syran. Well, it will affect commercial operations because you 
have individual suppliers and individual consignees. If you want 
to ship cotton, or tobacco, or machinery, there may be a number of 
suppliers. It would almost require centralized buying. It would 
require the rejuvenation of the centralized purchasing mission. It 
would seriously go contra to the practices of the Small Business Ad 
ministration in an effort to encourage wide distribution. 

It seems to me you would have to go back to centralized pure thas 
ing, and it would directly interfere with the consignor consignee of 
individual transactions, 

Mr. Weester. You have indicated in your opinion the bill would 
force Americar 1 shipping lines to the cross trades which they have 
customarily High handled in large volume in the past. If the require 
ment in the cross trades is only for 50 percent, do vou believe that the 
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bill would then be administratively practicable and profitable to the 
United States merchant marine / 

Mr. Syran. Well, it would be extreme sly difficult to oversee move- 
ments in all parts of the world, and they are small in volume. Many 
of them would be in parcels. There have been a number of instances 
where a movement takes place, but which is not known or cannot be 
identified at that particular time as FOA financed. It may be 6 
months or later that it may be determined that financing is to be 
directed toward that. 

Similarly, there are instances where an item may appear to be FOA 
financed and later not become FOA financed because it appears that a 
country has local currency with which to make payment. 

The whole purpose of the program was to make dollars available 
where dollars were lacking. We have always encouraged, particularly 
in offshore transactions, that a country use to the maximum extent that 
it could local currencies of its own; or if it had a balance belonging to 
another country. In that way you couldn’t possibly follow a transac- 
tion and say that this is or is not identified at the particular time. 

Whether a refund is required of a country 6 months or a year later 
is of no direct benefit to an American line that transited that area 6 
months before or a year before. 

Mr. Wesster. In your statement you mentioned the fact that FOA 
and its predecessor agencies have since April 1949 complied with the 
so-called 50-50 provisions. For the record, will you give the commit- 
tee the percentage for each fiscal year period? I think if you have 
that in writing, Colonel Syran, it would be just as he Ipful to the com- 
mittee to have it presented that way, rather than to give an oral inter- 
pretation of it, unless you think it is necessary. 

Mr. Syran. Yes. I can give you that in tabular form at length. 
But in all instances subsequent to that first period they run roughly 54 
percent, 53 percent, 52 percent. If you take the liner category, for 
instance, in fiscal year ending June 30, 1950, there was 53.4. The fol- 
lowing year there was 54. The following year there was 54.7. The 
last fiscal year was 53.3. 

But I have the whole thing in tabular form. I think we submitted 
in tabular form older information before the Potter subcommittee, 
and that can be brought up to date. 

Mr. Wester. At this point in the record anything whieh you do 

care to submit of a statistical nature to bear out your “position in this , 

matter would be appreciated. I might say that ‘anything which you 
care to submit within the next week’s time to further c larify the posi- 
tion of FOA in this matter would be appreciated. 

Mr. Syran. Yes, sir. 

(The information to be furnished by the witness is as follows :) 

FOREIGN OPERATIONS ADMINISTRATION, 
Washington 25, D.C., May 25, 1954. 
DoNALD D. WEBSTER, Esq., 
Special Counsel, Subcommittee on Water Transportation, 


Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 
DeaR Mr. WesBSTER: Pursuant to the subcommittee’s request I am enclosing 
the following material to become a part of the record of my testimony : 
1. Reports covering the participation of United States flag vessels by cargo 
eategory and by destination of ECA-MSA-FOA financed shipments from the 
U nited States for each administrative period since April 3, 1948. 
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2. A graph illustrating the yearly decline of ECA-MSA-FOA financed tonnage 
that has taken place since April 3, 1948. 
3. A graph showing the freight payments made by ECA-MSA-FOA to United 
States flag operators by period from April 3, 1948. 
Sincerely yours, 
ARTHUR G. SYRAN, 
Director, Office of Transportation. 
FOREIGN OPERATIONS ADMINISTRATION—OFFICE OF TRANSPORTATION 
: ’ Paid tonnage movements from the United States, July 1, 1952, to June 30, 1953, by 
cargo type, destination, and flag of vessel as recorded through Nov. 30, 1953, 
to Europe 
1. BULK LIFTINGS RECORDED * 


Long tons 
4 * . 
‘OURL; VORNGIS OF all COUT vcniasdcduntnimmectnnanddsnscl Lb Eo 


Sen CRONIN TIRE aa ah eee rc ka a ain anima caiebadee 982, 679 
Percent in United States flag, 51.9. 
POreien GAO .....o.csghanmanueusisweddds edadieis 911, 637 

2. LINER LIFTINGS RECORDED 
SOL, Veoseia of all Counities. <u nnn cacanns saiaeidcicaapaiacttale ait 2, 209, 874 
United: Giatew tee... an 
Percent in United States flag, 54. 
CIN aaa orcas Sco eos cae tae le pines on ihoec a ae atom eaidantameatiatonara 1, 017, 065 


elaine cea alae 1, 192, 809 


3. TANKER LIFTINGS RECORDED 


Total, vessels of all countries__ : 409, 507 


a tecniteehensmiiian ah 219, 633 


United States flag sn 
Percent in United States flag, 53.6. 
I, cn a a 


inion ae 189, 874 
1 January—March 1953 exempted, United States-flag vessels not available 
Source: Office of Controller, prepared by Office of Research, Statistics, and Reports, 
February 1954 
Paid tonnage movements from the United States, July 1, 1951, to June 30, 1952, 


by cargo type, destination, and flag of vessel, as recorded through Oct. 31, 1952, 
to Europe 


1. BULK LIFTINGS RECORDED 





- « Long tone 
Total, vessels of al countries.............4<.. cnasenienait ti Alder clei tebee 11, 463, 234 
United States flag__._.____-_~- ee 
Percent in United States flag, 77.2. 
, « I a incase ae sik a dint issn cach Sy ey ana sn a nn 2, 618, 258 


2. LINER LIFTINGS RECORDED 


Whtel. goguelie Of a) COUMITIONq 2ccccc ces cccuncnnmeneinduiserbnndat 2, 839, 967 

United States flag_._.------ alah ile ihe a hae a 1, 565, 999 
Percent in United States flag, 55.1. 

iets soi iret ieicnie tac ace cemnntenmwnteenesigus 1, 273, 968 


3. TANKER LIFTINGS RECORDED 


Compliance in the tanker category was required only through October 1950, at 
which time sharply inflated rates for United States flag tankers forced the Ad- 
minstrator to apply the nonavailability clause of the Foreign Assistance Act. 


Source: Office of the Controller, prepared by Statistics and Reports Division, December 
1952. 
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ents from the United States. July 1, 1950, to June 30, 1957, 
tio? and lag o C&R as recorded through Oct. 31 

I LIFTINGS RECORDED 
Long-tons 
countries 4, 164, 728 
iL _._ 2, 736, 059 

1 ed Ss ( i” 65.7 

... 1, 428, 664 

LIFTINGS RECORDED 
| countries 4, 578, 266 
‘5 2, 472, 195 

ted States flag, 54 

2, 106, O71 

3 rANKER LIFTINGS RECORDED 
_— PAT QT 
countries : = 247, S79 
ig luibeneasaiaten ; 133, 789 


nited States flag, 54 


114, 090 


in the tanker ecateg« was required only through October 1950 at 
fl 1 rate for United State tankers forced the Administrator to 
t ] é f tl I eign Assistance Act Thus tanker shipments 


the period Jul 1. 1950, to Oct. 31, 1950 


troller, prepared by Statistics and Reports Division, January 1952 


nents from the United States, Apr. 3, 1949, to June 30, 1950, 


ination and flag of vessel as recorded through Nov. 30. 1950. 


1. BULK LIFTINGS RECORDED 
Long tons 


11, 014, 876 


countries 


ag 5, 893. O18 


States fl: 
Percent in I 
flag 


vessels of all countries 


nited States flag, 53.5. 
5, 121, 858 


2. LINER LIFTINGS RECORDED 


countries rine emeacknons 7, 448, 604 
ig —— ie 3, 979, 693 


nited States flag, 53.4. 


ete . 8, 468, 911 
3. TANKER LIFTINGS RECORDED 


1, 675, 691 


United States flag 880, 682 


Foreign 


Sour 


t 


Office 


Percent in I 
flag 


7 


nited States flag, 52.6 
2 795, 009 


utroller, prepared by Statistics and Reports Division, January 1951 
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Paid tonnage movements from the United States, Apr. 38, 1948 to April 2, 1949, by 


cargo type, destination, and flag of vessel as recorded through Dec 
to Europe 


1. BULK LIFTINGS RECORDED 


Lona 
Total, vessels of all countries aor 18, 235, 276 
United States flag ‘i ‘ 8, 540, 825 
Percent in United States flage, 46.8. 
; . Foreign flag os P ot 9, 694, 453 
2. LINER LIFTINGS RECORDED 
Total, vessels of all countries ; 4, 661, 509 
“ > 7.2 4 ad - = 
United States flag_- 4 . 2, 454, 674 
Percent in United States flag, 52.7. 
Foreign flag ae : ihe 2 206, 835 
3. TANKER LIFTINGS RECORDED 
Total, vessels of all countries_____- ae 2, 740, 115 
United States flag naan J Laoe cctnes : TOS, 582 
Percent in United States flag, 25.9. 
Woreian ad... ic. secu ' EM 
Source: Office of the Controllet Prepared by Statistics and Reports Division, February 
1950 
Paid tonnage movements from the United States, July 1, 1952 to June 30, 1953, by 
cargo type, destination, and flag of vessel, as recorded through Nov. 30, 19538 
to Far East area 
1. BULK LIFTINGS RECORDED 
Total, vessels of all countries.’ 
Dry bulk shipments to the Far East occurred during the period January—March 1953 
when United States-flag vessels were not available and compliance was not required 
2. LINER LIFTINGS RECORDED 
Long ton 
Total, vessels of all countries . nace G00, OIG 
United States flag nepiedann stptanianipeeninsiesl actin . 221, 407 
Per cent in United States flag, 73.7. 
e . cc) ee cbeccabeactclicese Bitter, scciad VE 
3. TANKER LIFTINGS RECORDED 
Total, vessels of all countries eae . 10, 714 
® a 
United States flag_ succinate ; 1 cused eee 8, 340 
Percent in United States flag, 77.8. 
POPC TRBiicicnwcnudes all ae ieekaeiie . 2, 374 
Source: Office of the Controller Prepared by Statistics and Reports Division, Februa 
1954 


Paid tonnage movements from the United States, July 1, 1951—June 30, 1952, by 
cargo type, destination, and flag of vessel as recorded through Aug. 31, 1952, to 
Far East area 


1. BULK LIFTINGS RECORDED 


Long tons 

Total, vessels of all countries 16, 915 

United States flag 29 OO 
Percent in United States flag, 62 

Foreign flag 17, 835 
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Paid tonnage movements from the United States, July 1, 1951 June 30, 1952, by 
cargo type, destination, and flag of vessel as recorded through Aug. 31, 1952, to 
Far East area—Continued 


2. LINER LIFTINGS RECORDED 
Long tonsa 


Total, vessels of all countries__- Nes ete Se 4 _._ 330, 414 

United States flag : es : Bae _._ 225, 646 
Percent in United States flag, 68.3. 

Foreign flag 5 ee re ee ‘ eae . 104, 768 


8. TANKER LIFTINGS RECORDED 


ocel, Yeeueis of all countries... ........... eats cite ‘Ae, OEE 
United States flag a 7 ee areas z secarenss as ee 
Percent in United States flag, 100. 
Foreign flag ee es : 0 
Source: Office of the Controller. Prepared by Statistics and Reports Division, October 
1952 


Paid tonnage movements from the United States, July 1, 1950-—June 30, 1951 by 
cargo type, destination, and flag of vessel as recorded through September 1951, 
to Far East area 


1. BULK LIFTINGS RECORDED 
Long tons 


Total, vessels of all countries ase piesa 9, 819 
United States flag__ er eee a ee ee 9,819 
Percent in United States flag, 100. 
Ppordiem 62 ................. pace aia aa ae sess 0 
2. LINER LIFTINGS RECORDED 
Total, vessels of all countries____~_ ates ths aioe lands ib saiecaciiainini cialis ai 214, 703 
United States flag a le li ol case as ar _ 175, 674 
Percent in United States flag, 81.8. 
Foreign flag _.____-_ schol ie i ca a a a 
8. TANKER LIFTINGS RECORDED 
Sans IRIs UE EN NN oa a Rage oa be a on 0 
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Mr. Wessrer. I think now we will leave the questions which you 
had hoped we would develop, and I would like you, if you care to, to 
cover them more completely in anything further that. you will submit 
in writing, and you may do so that way. 

Mr. Syran. Yes, sir. 

Mr. Wessrer. The reason why I suggest that is, we have quite a 
schedule today, and if we are going to have Admiral Denebrink and 
the rest who are going to testify, I think we will have to move along. 

Mr. Syran. Yes, sir. 

Mr. Wessrer. There are a few basic questions about your position 
which bother me. I think if you would refer to page 6 of your pre 
pared statement, as I understand it, you take the position that from 
the point of view of the American shippers involved, this type ot 
legislation and this bill in particular in the long run will work to their 
net disadvantage. Am I correct in that 4 

Mr. Syran. That is correct. In the form of the text of the bill as 
it is now. I think in my opinion I honestly believe it would not be 
for the best interests of the American merchant marine. 

Mr. Werssrer. In that connection, are you laying that emphasis, 
and do you arrive at that conclusion because of the proviso which 
Senator Butler asked that the witnesses consider as being written out 


of the bill in testifving / 1 do not mean to say or I do not believe he 


intended to give any prejudgment on whether he would write it out, 
but | th l k It 1s hasic to l dual consideration, to consider it with the 
proviso and consider it without the proviso. Do you take the position 
you do as to here the best terests of the American shippers lie be 


cause of the 100 percent provision ¢ 
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Mr. Syran. Yes. Not only that, but there are other factors in 
volved. Well, the matter of the convertibility guaranty. I think I 
tried to point out in this paper the difficulty. 

For ex: amp le, let us say a concern, either Gillette Safety Razor, or 
Firestone, wants to build a plant in X country. Let us take France. 
The plant costs $1 million to build. Seven hundred and fifty thou- 
sand dollars of that is in local currency that the company has in the 
banks of France. There is a balance of $250,000. The company pur 
chases highly specialized machinery for the manufacture of its pat- 
ented or licensed product. That c: irgo to the extent of $250,000 worth 
is moved to France for installation. 

That transaction is a guaranty of convertibility, which means in the 
event that at some time in the future profits or the recoupment of the 
dollar expenditure on the part of the country to the extent of $250,000 
may be recouped and guaranteed by the United States Government 
in the event that the French Government declines the right of the 
American company to retrieve its investment to that extent. 

The guaranty of convertibility may have never been used. fo 1e 
country in which the plant is installed may permit the export of 1 
money. ‘The question is, When does that 50 or 100 percent provision 
attachtothatcargo? Itisanelusive thing. 

Mr. Wesster. May I say at that point, while I think your state 
ment indicates perhaps one of the difficulties with the convertibility 
clause in the bill, it does not, does it, quite meet the ques stion of how 
it is going to hurt the American shipper to have such a bill enacted? 
I gather from your statement and what you said today that along 
the same lines that the State Department took, through Mr. Kali- 
jarvi last week, that you feel that the American shipping interests 
which sponsor this bill are being shortsighted; that they are not cog 
nizant of the long-run disadvantages discriminationwise which might 
come to them and might be felt by them because of the enactment of 
such a bill. 

Is that where you feel the American shipper is being shortsighted 
in sponsol ing this bill ? 

Mr. Syran. I will tell you. I think this: I think the American 
shipowner is having an extremely difficult time at the present time. 

Mr. Werstrer. I think we would all agree with that. 

Mr. Syran. They are feeling a very, very strong pinch. I think 
that is something that both labor and indus try is feeling. I think 
the world at the moment is overtonnaged. ] beli ieve that the volume 
of cargo is approaching what might be said to be the 1939 level, with 
& minor increase. 

I think the desire to vet additional argo has motivated the spon- 


sorship of the 100 percent provision. But I feel that national pride 
of many of the other countries may be hurt—they have pride in their 
merchant marines While it is attached to 50 percent of aid cargoes, 


there may be no strenuous objection, although they cannot say that 
they would like it. But on the other hand, if you had a 100-percent 
provision in it, national pride of the countries would almost dictate 
their feeling and require them to ship on their own vessels almost 
exclusively. So we would eventually find merchant marines through- 
out the worl | devoted solely to the movement of their own cargoes, 
[ think that that would be the result. 
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This is without mentioning the disastrous effect that it would have 
on those countries of the world which to a large extent depend upon 
the sale of shipping services in the trades of the work L. 

Mr. Wessrer. I would like to say this: If you care to comment on 
it it would be appreciated. It seems to me you presume that the 
American shipping companies are shortsighted and do not realize 
we it there might well be some discrimination that would come about 
against American shipping because of the enactment of ~ a bill. 

Mr Syran. I do not—my own feeling is this: It may be that I 
um mistaken. I do not think they are shortsighted. They are in 
the business for a long time and they know what they are doing. I 
do not think when the actual text of this bill was prepared, I think 
that it might have been an oversight on their part in wording it on 
the basis of the 100-percent provision. I think what they really 
meant Was a 50-percent provision, and I think perhaps either by rea 
son of draftsmanship or otherwise, that the 100-percent provision 
was put in. But I do not think they really understood that part. 

Mr. Wessrer. Another thing that bothers me about that approach 
is that in addition to having to argue for the American shippers who 

appare ntly here to argue for themselves and they are going to 
argue for this bill just as it is worded—which presents an incongruity 
really with you oe them and the State Department cham- 
plo une them and they feel that they are perfectly able to take care 
of themselves. Aside from th: t peculiarity, the matter of no affirma- 
tive proposal on your part as to what we could do to aid them to get 
over the situation that they find themselves in now, which you 
recognize they are in, will I think be bothersome to the members of 
the subcommittee, who ee have not had the benefit of 
ing your testimony today but will read it, I am sure. 
r, Syran. I think this: That this agency has had a great deal 
of experience in dealing with this 50-percent provision as it applies 
to practically all of the areas of the world. I think we have had to 
restle with the feelings and the problems as they were seen by the 
individual countries. I think in some instances some of the lines may 
not have experienced as diflicult a position as some of the others. I 
think that the expression of my own opinion as to what is best for the 
\merican merchant marine in connection with the 100-percent provi- 
‘ion—TI believe that I am competent to state that in my opinion the 
100-percent prov ision would be detrimental to the best interests of the 
American merchant marine. 

Mr. Wensrer. That is one point I wanted to get straight. You 
keep coming back to the 100- percent provision as being the one that 
vould be detrimental to the American merchant marine. I ask you 
now if we write out the 100-percent provision, but leave in the other 
provisions, many of which you have taken exception to, such as the 
convertibility prov ision, do you think then that the bill would afford 
you the opportunity to argue honestly and effectively that it will in 


a 


the long run work to the detriment of the American merchant marine, 
bearing in mind that we carry very little—we carry no foreign-aid 
cargo that comes from foreign countries ? 

Mr. Syran. No. I wouldn’t say that the other provisions would 
ve detrimental tothe American merchant marine. 
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Mr. Wessrer. You would not say that the other provisions of the 
bill with the exception of the 100-percent provision would be detri- 
mental to the American merchant marine ? 

Mr. Syran. With the one other exception of cross trades. tn the 
cross trades I think in many instances it would result in certain dis- 
criminatory practices, which would be detrimental. 

As to the other phases of it, I think there are certain difficulties 
which would go contra to basic activities of private industry, with the 
matter of convertibility, and consignor and consignee action, and 
private channels of trade, and the interpretation, even if a United 
States Government were acting as agent for some other government, 
even though there was no financing involved—that there a 50- or a 
100-percent provision would apply. I think those are items which 
eee a good deal of study and I think the President has indicated 
in his most recent statement that these are items that require consid- 
erable study before anything is done. 

I do not know that I have answered your question. I have tried to. 

Mr. Wessrer. To come back to this matter of cross trades, would 
you clear up for me how giving the American merchant marine the 
benefits that they would receive insofar as the cross trades, as you 
refer to them, are concerned, as is provided for under this bill how 
would that have any detrimental effect on what the American mer- 
chant marine is getting in the cross trades today ? 

Mr. Syrran. All right. 

Mr. Wessrer. Take it by the tramp operators and take it by the 

ubsidized lines. First of f all, are we getting any cross tr% ee in the 
cramp operation? 

Mr. Syran. Oh, yes. There is a certain amount of cargo that is 
moving on offshore movements. 

Mr. Wersrer. I am assuming now free competition. 

Mr. Syran. Oh, no. This is—on the question of the actual ton- 
nages, the bulk lifting are small, but there again in one instance there 
were 15,000, 14,000, 11,000 58,000 tons of movements. But in these 
movements the large proportion of it was in tankers. 

Let me recite a figure here. Just a minute. In offshore movements 
where they were actually financed for the fiscal year ending 1953 over- 
all, United States-flag vessels received 56.2 percent. The dollars 
involved—United States flag got $4,253,000. The foreign flags got 
$3,307,000. The reason, of course, for that large amount is that it is 
the tankers that received 75.8 percent of the United States flag vessels. 
The liners got 32 pe reent and the bulk received 37 percent. 

Now, what I point out in these percentage figures is this: Where a 
service is maintained this cargo actually moves and American flag 
vessels are used. That is the reason why then we had the regulations 
amended to permit the payment of dollars to any American line mov- 
ing FOA or non-FOA financed cargo from anywhere to a participat- 
ing col intry. 

Now, as between the cross trades themselves, I think if you held the 
cargo to wait for an American ship all the time it woul | prompt the 
individual country responsible to hold back any non-FOA cargo to 
move on a ship of its own flag. So where the service maintained would 
permit them to participate and the amount involved on FOA financed 
cargo is very small you would almost compel the person in the cross 
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Trade ito ship onan American flag ves el, So really In my Op mol 
} 1 ° ° % 7 " 
rit the other way, rather than hav Ing 1t go. They are 


you al boremns Oo 
‘ Ya portion of it how, 


Mir. Wersrer. It seems to me. though, that your argument in that 


respect against this provision which would bring under the coverage 


of ; the cross trades, is not one which even you would rely ol as 
ve would on the irgument which vou make that it would be 

diministratively difficult o1 impractical, or close to impossible to han 
dle that type of movement. 

Mh SYRAN. Ye : The adm nist! itive part of it there is a difficulty. 
There o question of it. But that is not the sole. 

M ~ \V EBSTER | unde) stand if is not the sole. but IS that your chief 
objection to bringing under this act the cross trades / 


Mir. Syran. Yes. And I think also this: From the Merchant Marine 
Act of 1936 the embarkation into the cross trades 1s certainly some 
thine new 

Mr. Wersrer. It isa departure, you say ( 

Mr. Syran. It is. 

Mr. Wersrer. But I ask you in that connection whether in 1956 we 
were engaged in such programs as our foreign aid programs ¢ 

Mr. Syran. No. But volume-wise, as I indicated to you, the amount 
of goods that is actually moving is gr idually decreasing. And this aid 
program is going to go down, and in the main the amount of goods 
that are going to move in the cross trades which we finance are voing 
to er\ few ind very little. 

Mr. Wersrer. Do you mean to say then it would not be really any 
ereat benefit tothe American merchant marime ? 

Mr. Syran. It would not be any great benefit and it would put an 
rritant into this sphere, so that where the Americans may participate 
n cross trades now, they may lose what they are participating in 
because the amount in vildiline of FOA financed cargo moving in that 
direction would become practically nil. So they create an irritant 
vith no net benefit. 

Mr. Wesstrer. Let me ask you this, which is the last question. We 

ive some other questions and we might, if the committee desires to 
do so, submit them to you in writing. But for the sake of conserving 
time today, am I to understand that because Mr. Stassen has taken the 
position he has favor ing the American merchant mar ine, and you have 
refe ‘rred to that a couple of times—and realizing, as you have said 
here the plight of the shipping companies, you are for assistance to 
the American merchant marine, but that you object to indirect assist- 
ance, Which is cumbersome, difficult to administer in your opinion, and 
might well result in a net detriment to the shipping companies / 

Mr. Syran. Not quite. Not jee What we are saying is this 
and I thought that I had made it rather clear: That if the language 
of the bill was identical with the language of section 111 (a) (2) of 
the FCA Act, our position would be that it didn’t make any difference 
to us because of the fact that it is now in our law; that we are policing 
it with that law; and that whether any foreign aid program was given 
to us we would fulfill the provisions of that law, whether it was 
specifically set forth or not. I think that our feeling is that as the 
President. indicated, anything beyond that language requires a great 
deal of study. We do not say just for conversation’s sake that we are 
opposed to this bill with certain reservations, and that we are blank 





f 


Settee 


2a Rage 





CARGO PREFERENCE BILL 53 
as to any possible solution. L think our interest in the American 
merchant marme is a good deal deeper, and not superficial, 

Mr. Wersrer. This really will be the last question. The problems 
which you have administering the present law as they relate to the 
General Accounting Office are the subject. I think you and I dis 
cussed briefly What some of those problems are, 

kor the record, would you give us an example of how it becomes 
difficult, or in some instances impossible to ship by American-flag 
ships; and at the same time to know that you are complying with rules 
and regulations and decisions of the Comptroller General ¢ 

Mr. Syran. Well, 1 think that practically anything we might buy 
offshore, for instance, in the nature of fertilizer, which entails long 
distances, by reason of the number of foreign-flag tramp vessels in 
the various trades they are in a much better position to position them 
selves to bid on certain types of movements of cargo. 

Also, being that they are engaged in the world trade, at world 
rates, they can in many instances take cargo at an extremely cheap 
price on one leg of a journey because it places them in a position in 
another part of the world where they might pick upa lucrative cargo 

Phe number of American-flag tramps available to hop, skip, and 
jump throughout the world would mean that they would have to go 
in ballast in many instances to a point to pick up the cargo, and afte1 
arriving at destination they might have to return in ballast. 

There is the cost factor, and there is the element of the taxpayers’ 
money. I don’t think that we would be justified, or that the General 
Accounting Office or the Comptroller General would permit us to 
wait a lone time for the arrival of an American flag vessel in an ofl 
shore movement and actually pay double the price for the movement 
of the cargo. 

Mr. Werster. Couldn’t you leave aside the time element entirely 
and say—— 

Mr. Syran. And the price. 

Mr. Weesrer. And say that the General Accounting Office 

Mr. Syran. I think they would seriously object. I think where an 
American-flag vessel might be in position and might be able to bid 
even slightly higher than a foreign-flag vessel, preference considera 
tion would be given to an American-flag vessel. But where the rate 
differential is double, I do not think they would permit us to pay $20 
a ton where there would be 5 bidders in position and bidding $10 a 
ton. 

Mr. Wersrer. I gather then that that feeling that the General 
Accounting Office would disapprove or disallow such transactions, 
or invalidate such transactions, has entered into the consideration 
of your agency in refusing to use American vessels in certain offshore 
instances. Is that correct ? 

Mr. Syran. That isright. That is correct. 

Mr. Werster. Do you have any instances where you have consultted 
the General Accounting Office ? 

Mr. Syran. No. I mean, this is no resting on the General Account 
ing Office. We rest on our judgment. We are not passing this off 
on. the General Accounting Office. 

Mr. Werster. | understand, but it is rest ine it on the dollars and 
cents basis. 
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Mr. Syran. I think it rests it on the dollars and cents basis be- 

‘“uuse We are now expending about 9 or 10 percent of the foreign aid 
onion am for the dollar expenditure on the movement of cargoes. 

Mr. Weesrer. What I am thinking of is, if the General Account- 
ing Office gave you a ruling that even under your present law you 


were entitled to e we the competitive price ofiered by a foreign flag 


by, Say, D0 percent I am thinking that night incline you then to use 
ae can flag cea more than you have in the past used them for 

; offshore procurement. 

Mr. Syran. Yes. Of course the statute does not require that it be 
do e, 

Mr. Werster. That what be done ? 

Mr. Syran. It does not require that we use American-flag ships 
that percentage, although they have been used and have been used 
to some extent. But there is no spec ifie require ment that the Vy be used 
to the extent of 50 percent. I think the money involved in here would 
really run us out and it would go contrary to the pricing policy of the 
(reneral Accounting Office. and on the General Services Administra- 
tion, which act as our agent, where the ‘Vy are required to buy on a 
world source availability at the lowest possib le cost. 

Mr. Wersrer. But all I am saying and trying to make my position 
clear on is that if I were concer ned about wh: at the Gener: al Account- 
ing Office’s position would be in a particular transaction and I were 
in your agency, I would ask the General Accounting Office what their 
position was. But if basically I was really only interested in or pri- 
marily interested in the state of my appropriation and trying to do 
the most with my appropriation within the spirit of my basic statute, 
I really would not care too much about the General Accounting Office. 

The fact that you all have not consulted the General Accounting 
Oflice leads me to believe that the thing that really counts with you 
on these offs shore movements by and large is ho interest of Mr. 
Stassen’s or anyone else in the American merchant marine, but a very 
realistic interest—and I am not condemning you for it in the state 
of your own appropriations. 

Mr. Syran. The state of our own appropriation and the limitations 
as to what we can do, and the rules under which purchases are made, 
obviously have a very strong bearing. 

Mr. Wersrer. It must be of deciding significance. 

Mr. Syran. We would run out of money. I do not know ourselves 
today, even if we had a 100-percent provision in the statute itself, how 
much money there would be left for transportation. You would have 
to cut—there is just so much in the pie and something else would have 
to be cut if that were to be used. 

Mr. Wersrer. I thank you very much in behalf of the subcommittee 
for your testimony today. It has been very nice to have you. 

Mr. Syran Thank you very much. 

Mr. Werstrer. Admiral Denebrink. 

Admiral, [ know if Senator Butler were here he would want you 
to know we are very happy to have you with us today. We have read 
your statement and are going toe njoy having you give it to us now 
orally and to have the benefit of any comments you care to make. 
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STATEMENT OF VICE ADM. FRANCIS C. DENEBRINK, UNITED 
STATES NAVY, COMMANDER, MILITARY SEA TRANSPORTATION 
SERVICE 


Admiral Deneprink. Thank you very much. I am Vice Adm. 
Francis C. Denebrink, Commander of the Military Sea Transporta 
tion Service. I am happy to have the privilege of appearing before 
this subcommittee. 

I would like to say that I represent the Department of Defense, the 
Department of the Navy, and I also represent myself as Commander 
of the Military Sea Transportation Service. 

1. Before taking : L position with Roeper to proposed bill S. 3233, 
it is considered nec essary to rev iew brie fly t he background of its intro- 
duction in order to est: ablish i its Me ~ d purpose. 

(a) The bill was introduced by Senator Butler of Maryland on 
March 31, 1954, together with a Jitional remarks in explanation of 
the bill and its intended purpose. These remarks appear on pages 
3913 and 3914 of the Congressional Record, volume 100, No. 59, of 
March 31, 1953. 

(6) In explaining the purpose of the bill it was stated that it was 
introduced in order to enact Into permanent legislation the congres 
sional policy that at least 50 percent of our foreign-aid-type cargoes 
should be transported on American flag ships. This program has been 
frequently referred to as “50-50.” The remarks also make reference 
to the offshore procunamnent program and, in connection with this 
program, state (hat the bill is further intended to insure that Ameri- 
can shipping share in the right to carry materials abroad with Govern- 
ment funds. 

(c) The remarks in explanation of the bill also cover a review of 
the occasions on which the 50-50 principle has been applied to public 
laws relating to foreign aid. In this connection it is pointed out that 
the provisions of the 50-50 principle as expressed in Public Law 77, 
83d Congress (an act to provide for the transfer of price support wheat 
to Pakistan), are as follows: 

At least 50 percent of the gross tonnage of wheat made available under this 
act and transported from the United States on ocean vessels should be so trans- 
ported on United States-flag vessels to the extent practicable and to the extent 
such vessels are available at market rates for United States vessels. 

(7d) The foregoing comments leave no doubt as to the stated basic 
purpose and intent of the proposed legislation which is to prov ide (1) 
that at least 50 pe reent of foreign-aid-type cargoes be tr: ansported In 

\merican flag ships: and (2) that American shi upping share in the 

eht toe arry mater ials pure hased abroad with United States Govern 
ment funds. It is considered, however, that the scope of the bill as 
presently worded goes far beyond the stated intended purpose, and 
that its provisions are subject to interpretation which could seriously 
impair the ability of the Department of Defense to carry out its 
national defense responsibilities. 

The Department of Defense, therefore, finds it necessary to oppose 
enactment of the bill as presently worded. This position is based pri- 
marily upon the following considerations : 

(a) The bill states that 

* * whenever the United States shall procure, contract for, or otherwise obtain 
for its own account—any equipment, materials, or commodities, within or without 
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the United State at least 50 percent of the gross tonnage of such equipment 
niaterials, or commodities (computed separately for dry bulk carriers, dry-cargo 
ners and tankers), which may be transported on ocean vessels shall be trans 

| ted ¢ private owned | ted States-flag commercial vessels, to the extent 
! ‘ el re available at fair nd reasonable rates for the movement in 


United States-flag vessels 


(7) Without qua lifi ation. the above provision may be considered 
to include military equipment, materials and commodities obtained 
for use by the Department of Defense and the military departments. 
So interpreted, the guaranteed 50 percent utilization of privately 
owned United States flag commercial vessels for the transportation 
of these cargoe does not recog ize the essentiality of military con 
rol over the movement of supplies and equipment required in sup 
port ot military operations. Passage of the bill could result in 
forcing the partial and possibly the complete elimination of the use 
of Government-owned shipping required to be under the custody, 
jurisdiction and control of the Department of Defense for the move 
ment of military cargoes. 

(2) The Joint Chiefs of Staff have stated unequivocally that it is 
esential in the interest of national defense to provide under one 
authority the control, operation and administration of ocean trans 
portation for personnel and cargoes, in peace and war, for all agencies 
und departments of the Department of Defense. The Military Sea 
Transportation Service was established for this purpose on August 2, 
1949. 

(3) The Joint Chiefs of Staff have also stated that there must be 

del the ontrol of MSTS. i nucleus fleet composed of ships ot suit 
able Cy pe S.S1ZeS anc speed to: 


1) Carry out current logistic needs of the military departments 
vhich cannot be met by commercial interests: 

(4) Beavailable immediately in an emergency: 

) Allow for necessary expansion to meet mobilization require 
ments In support of approved plans for national defense. The ships 
and personnel of the nucleus fleet under the control of MSTS provide 
t] eh rd core on which expansion may be effected . 

(i) To guarantee extensive and rapid development of United 
States Armed Forces in event of and during an emergency ; 

(1i) ‘To insure responsiveness of logistic support to command de 

sion by providing the necessary logistic support, under military 
control, for the extension of strategic and tactical decisions. 

(111) To insure security in the interest of national defense of 
movements of men and material requiring a high degree of security 
classification. 

(4) The position of the Department of Defense with respect to 
the necessity for nulitary control over all the facets of military op 
erations has been reiterated time and again in testimony presented 
before congressional committees. 

Ocean transportation is one of the most important elements in 
military logistic support. The Department of Defense must retain 
the authority and means to assure the continuation of this support 
to United States Forces, wherever and whenever they are deployed. 
It is for this reason that the stated Department of Defense policy 
to use privately owned and operated vessels to the maximum prac 
ticable extent is qualified by the phrase “consistent with military 
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re quire ments.” = phrase is not used as an avenue of escape from 
the stated policy but means exactly what it implies; that is, that the 
final course of action with respect to military operations must be 
predicated primarily upon a milits ary evaluation of the situation then 
existing and must be determined | Vv the agency charged with the 
responsibility for the success of those military Operations. 

(b) The bill further provides that such equipment, materials or 
cmunaaiiios shall be transported exclusively on privately owned 
United States flag commercial vessels unless the Secretary of Com 
merce after public hearings finds and certifies to the proper Govern 
ment agency that privately owned United States commercial vessels 
are not available in sufficient numbers or in suflicient tonnage capacity 
or at reasonable rates. 

(7) Once again, if the interpretation of the bill were extended t 
cover military cargoes (and there is no provision which saiiceaied 
otherwise), this proviso could, in effect, completely remove from mili- 
tary control the means to guarantee movement of military equipment, 
materials and commodities, through an arbitrary determination, only 
in terms of numbers of ships or shipping space, as to the nonav: ail- 
ability of commercial shipping. The phrase “available in suflicient 
numbers or in sufficient tonnage capac a * is inadequate. The move 
ment of military cargo requires far more than the mere consideration 
of shipping capability from the standpoint of available numbers and 
tonnage of ships. Speed of movement, flexibility of operation, pecu- 
liarities of the area of operation and the nature of the cargo are among 
those factors which dictate the vessel characteristics and means of con 
trol required in the movement of military cargoes. 

(c) The bill is objectionable and impracticable for the reason that 

deprives the Department of Defense of control of the rate of ex- 
penditure of funds appropriated by the Congress to the Department 
of Defense for specific purposes, and places this control in an agency 
outside of the Department of Defense, which agency has no respons! 
bility for the preparation, submission and justification of these appro- 
priated funds. 

(7) There is considerable room for rate negotiations within the 
area of “reasonableness.” While it is unlikely that the Secretary of 
Commerce or his agent would declare unreasonable any rates that do 
not exceed prevailing tariff rates, a possible result is that the armed 
services would be required to pay full tariff rates on all shipments 
covered by the bill. 

(2) At the present time the armed services are procuring space on 
American-flag berth service vessels at rates substantially below the 
commercial ocean tariff rates normally applicable to the types of cargo 
being shipped. These below-tariff rates are obtained due to the 
volume movement of military cargo and the provision for free loading 
and discharging of this cargo. Experience has shown that vessel op- 
erators can transport military cargo in the quantities offered at 
below-tariff rates and still make a reasonable profit. However, the 
rates negotiated with berth service carriers result in substantially 
higher transportation costs than transportation in full shipload lots 
by means of commercially operated MSTS controlled time-chartered 
and General Agency Agreement vessels. 

(3) The presently available below-tariff rates are arrived at by ne- 
gotiation. In rate negotiations the bargaining position of the armed 
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services would be greatly weakened if they were required by law to use 
privately owned and operates | vessels exclusively. 

(d) It is conceivable that, under broad interpretation, this bill, if 
enacted, woul | restrict the movement of militry cargo on Govern- 
ment-owned s lips to suc h items as pr IV: ately Ow ned ve ‘hic les and house- 
hold effects of military personnel. Such interpretation could also go 
beyond the scope of operations to the extent that it would restrict the 
movement of equipment and materials by fleet naval auxiliaries sup- 
porting the combatant forces of the fleet. 

(e) The bill contains no saving clause with reference to the na- 
tional security. The Department of Defense, in order to be assured 
of the means for support of military operations in the event of emer- 
gency, would be burdened with the expense of maintaining a strate- 
gic reserve of shipping capability which would be unutilized except 
during conditions of national emergency. As a matter of fact, there 
is no stipulation in the bill to provide for liberalization of its terms 
even in the event of war or nationale mergency. 

(/) Section 101 of the Merchant Marine Act of 1936 states in part 
that: 

It is necessary for the National Defense and development of its foreign and 
domestic Commerce that the U. S. shall have a merchant marine * * * capable 
of serving as a naval and military auxiliary in time of war or national 
emergency 

The Department of Defense sup ports the national policy declared in 
that act. However, the proposed bill would force the Department 
of Defense to utilize shipping under its custody and control only 
after all commercial Space offered had been fully utilized, thus rele- 
gating both MSTS and fleet auxiliary ships to the position of aug- 
menting the privately owned merchant fleet, and tending to place the 
responsibility of assuring the success of military operations overseas 
inthe hands of the commercial shipping industry. 

(2) At times when overall requirements for ‘ship ping we low the 
Department of Defense would be put in the position of naving to 
place ships of its nucleus fleet in reduced operating status in order 
to have them ready to meet its responsibility for the defense of the 
Nation. On the other hand, when overall shipping requirements 
(commercial and military) were high and commercial shipping in 
short supply, it would be necessary to build up the nucleus fleet to 
a fully operational status and possibly, in addition, to activate ships 
from the Reserve fleet. Then with the next downward trend in over- 
all shipping requirements, deactivation of the excess of shipping 
ye ©: | be necessary. The total cost of activationg and deactivating 

ship in the Reserve fleet may run as high as $300,000. Thus, the 
De partment of Defense would be making sizable expenditures in ac- 
cordance with fluctuations of commercial and military shipments, 
resulting in unnecessary expenditure of funds appropriated for 
military purposes. The Department of Defense has and will con- 
tinue to support the American merchant marine but prudent man- 
agement within the Military Sea Transportation Service dictates that 
it should not be put in the position of directly subsidizing commer- 
cial shipping interests of wasting Government funds. 

It is recommended that the proposed bill be reworded so that 
its applicability will be limited to the intended purpose as expressed 
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in the explanatory remarks of Senator Butler and in public laws re- 
lating to foreign aid. As presently worded, its restrictive provisions 
must be considered unacceptable for the reasons previously stated. 
Furthermore, the legislation of such restrictions is considered un- 
necessary in the light of the present Department of Defense policy 
of support to the United States private maritime industry; and the 
history of implementation of this policy by the Military Sea Trans- 
portation Service. This implementation and support will continue 
and will be expanded insofar as practicable consistent with military 
requirements and prudent management. 

4. In the interest of national security, the Department of Defense 

cannot accept restrictions, actual or implied, which would adversely 
affect its control of military logistic support, including ocean trans- 
portation. The implications of ‘the proposed bill, as presently worded, 
are such as to remove a vital element of that control from military 
jurisdiction. Therefore, the Department of Defense must oppose the 
enactment of S. 3233 as presently worded. 

Mr. Wesster. Admiral Denebrink, I have not had the benefit of 
attending the hearings which the Allen subcommittee has been con- 
ducting concerning the MSTS operation. I know that you have. The 
first —— that struck my mind about the position which you take on 
this bill, 5. 8233, is that some of the premises which you have based 
your reasoning on in opposing this legislation, as I understand it, are 
under investigation in the House. Now perhaps that is an overly bald 
way of stating it, but would you mind for my benefit, and for the 
record here, telling us very frankly what premise or premises that 
you have based your statement on today on this bill, are presently 
1 don’t like to use the words “under investigation”—I do not think 
it is proper—but are under consideration on the House side? Are 
there any fundamental concepts to your position here which are being 
studied over there? If there were, and the reason why I ask it in that 
way is that if there were I think the Senators ought to know that in 
considering and weighing your statement, today, they might almost 
want to see how the House was progressing with its study. 

Admiral Denesrtnk. The Allen subcommittee of the House Mer- 
chant Marine and Fisheries Committee is certainly conducting a very 
thorough “investigation,” and I think that is the word, of the Military 
Sea Transportation Service in all aspects. I had not considered that 
what was being pursued by the Allen subcommittee had anything to 
do with this particular measure. 

Last year there appeared similar legislation. It was worded differ- 
ently, but it was introduced in the House of Representatives and we 
opposed that in the hearings last year. In effect, it had the same pur- 
pose, which was that we could not use Government ships to move mili- 
tary personnel and cargoes until after the resources and the capabilities 
of the commercial or private shipping had been exhausted. 

The position of the Department of Defense and the Department of 
the Navy and of MSTS was that we were in opposition to that measure 
because, and we used this phrase, it placed the private shipping inter- 
ests above the national interest. 

In drawing up my statement I had to use some simple expressions, 
because over on page 2 down on around line 10 it comes in and I 
thought that was expressed in a very cumbersome fashion. It was a 
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sort of double negative method of saying it and I tried in my statement 
to rephrase Itina positive fashion. But the intent is there and it de- 
prives the Department of Defense of using its logistic effort until 
after the Secretary of Commerce—a very capable Cabinet officer, but 
outside of the Department of Defense—shall have ruled on the 
premises. 

[ think it is important for us to realize this: That in handling the 
alfairs of the Department of Defense we have two elements. We have 
the fighting forces, whether they be the Army, or the Navy, or the Air 
Force, or the Marines. But the logistics support of our combatant 
forces is of ever-increasing importance. Ocean transportation is one 
of the Important Tr wets of logistic support. 

As I try and preach in carrying this method around I say this: That 
courage just ain’t enough; that our fighting forces are not enough; 
that logistics support must oad our combatant troops and their sup- 
plies where they are needed and when they are needed, and in the 
amount required, But I go further and I say this: That the control 
of logistics support—and that includes the facet of ocean transporta 
tion—must be placed in the hands of the military commander and be 
responsive to him; because on him has been drop} ved the mantle of 
responsibility for the success or failure of our troops in action. To 
deny him the responsiveness of logistic support is to render precarious 
the success of our ire ary operation. 

Now, this bill, 8S. 3233, in my opinion jeopardizes that control over 
ocean transportation. I hope I have not gotten off the Allen subcom- 
mittee, but this is my comprehension of what this bill implies. 

[ believe that the Allen subcommittee is conducting a very thorough, 
exhaustive en [ am very happy to have it done, I may say. 
[ do not know in what premise there may be paralleling testimony. 
There are questions which arise over there as to the use of private 
shipping. There are questions as to the size and composition of my 
nucleus fleet. There are a lot of proble ms that I do not think are ger- 
mane to the consideration of this bill also, but it might well be that 
the Senators of this subcommittee might wish to await the outcome of 
the Allen subcommittee before going into this. 

Mr. Weesrer. My thought on that, Admiral Denebrink, is this: 
Because of the urgent need, as we see it, for direct or, as in this case, 
indirect aid for the American merchant marine, it probably would 
not be advisable in my opinion to wait for the outcome of their study 
unless it is to be forthcoming very shortly. But it probably would be 
wise, and we would like your thoughts on this, perhaps in writing if 
you care to submit them, for us to consult that subcommittee and to 
ascertain what portions of your statement they would advise us are 
under study over there as principles in the MSTS operation. 

Now, maybe this would simplify my thoughts on this for you. If 
MSTS operation the scope of it, the proper size, and so forth, was 
not the subject of investigation, and if we all understood and agreed 
with your position, then I do not think I would have asked the ques- 
tion. Because especially with the Senators unfortunately not able to 
be here due to a great deal of activity on the floor, I am sure that they 
would want to know what portions of your statement were not the 
subject of controversy in any way; and accordingly would place great 
weight on those. Others they might feel that for them oan decis- 
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ions on matters which are under consideration, investigation, or con- 
troversy, would be unwise. 

I can assure you the at the subcommittee is going to do its utmost 
in acting on this bill, S. 3233, to see that any decision which it arrives 
at does not proceed on the basis of assuming that something is proper 
or improper when that something is under consideration by a subcom- 
mittee of the Congress specially set up for the determination of that 
particular problem. 

I do not mean to say that your statement has less weight because 
of it, but it is a factor that you and your staff might consider if you 
care to submit anything further to us insofar as pointing out that this 
sentence or this fact which we have assumed here has been taken ex- 
ception to by so-and-so on the House side. 

[ had a few specific questions. If you would refer to page 2 of your 
statement, Admiral Denebrink, you say in the second paragraph, 
numbered 2 

The Department of Defense, therefore, finds it necessary to oppose enactment 

of the bill as presently worded. 
[ refer in particular to the clause “as presently worded.” Are we cor- 
rect that you do support permanent 50-50 legislation as applied to 
Government procurement and Government-aid cargoes in principle, 
and if this act or this bill were appropriately worded to meet the 
MSTS objections or exceptions which you have raised, that you would 
not object to permanent 50-50 legislation ? 

Admiral Denrprink. I think that is—I am glad you asked that 
question because with respect to the 50-50 legislation, so-called, that 
is something that is outside the purview of the Department of De- 
fense and has to do with foreign aid programs. The concern of the 
Department of Defense, however is expressed on page 3 under sub- 
paragraph (1), which outlines the concern of the Department of 
Defense that without qualification the above provision may be con- 
sidered, and so forth. 

So I am sure that that is the only reservation that the Department 
of Defense has with respect to the matter 

Mr. Wesster. On that page which you have just mentioned, page 3, 

and at subparagraph (1), you use the expression or the sentence: 
So interpreted, the guaranteed 50 percent utilization of privately owned United 
States flag commercial vessels for the transportation of these cargoes does not 
recognize the essentiality of military control over the movement of supplies and 
equipment required in support of military operations. 

My question would be this: Why is it essential that the movement 
of supplies and equipment required in support of military operations 
be in Government-owned Department of Defense operated vessels, 
where perhaps it could be shown that privately owned commercial 
ships are available at reasonable rates to perform the transportation, 
and in particular if there were no national emergency 4 

Admiral Denesrtnk. The next sentence to the one you have just 
read says: 


The passage of the bill could result— 
and the word “could” is important there— 
in forcing the partial and possibly the complete elimination of the use of Govern- 


ment-owned shipping required to be under the custody, jurisdiction, and 
control ees 
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I don’t want to try to stretch these things into absurdity, but merely 
to point out 

Mr. Wessrter. The possibilities. 

Admiral Denesrink. That the exact wording could result in the 
stipulation of the use of private shipping when the Department of 
Defense for good and proper reason might want to use Government- 
owned ships for some other consideration. It looks like we are being 
too meticulous, but it was not so intended. It was just merely to point 
out the difficulty. 

Mr. Wesster. On the next page, Admiral Denebrink, that would 
be page 4, at the top of the page, you have in that subparagraph (a) 





Carry out current logistic needs of the military departments which cannot be 
met by commercial interests. 
The stated purpose, as I understand it, of MSTS, is to meet ocean 
transportation needs which cannot oe met by commercial interests. 
I mean, that is one of its stated purposes. You do not, as I understand 
it, object to a bill which would apply at least a 50-percent cargo prefer- 
ence for private United States-flag ships only, “to the extent that such 
vessels are available at fair and reasonable rates” and which expressly 
provides for waiving the 100 percent requirement in the manner that 
Senator Butler suggested, do you? Do you understand my question ¢ 
I think it is a little complex. Would you like me to restate it? 
Admiral Denrprink. Well, may I say this: That actually for a 
long period of time MSTS has really looked to the private merchant 
marine to carry a tremendous bulk of its cargo. For example, in fiscal 
1953, 45 percent of the dry cargo was carr ied by the berth lines, both 
subsidized and nonsubsidized. This year it has increased in per- 
centage, and I would also hasten to add that the volume of our total 
lift has been seriously reduced. But my recollection is that for Janu- 
ary the dry cargo carried by the berth lines was 55 percent. In 
February it was 52 percent. In March it was fifty-odd percent. 
Mr. Weesrer. These are MSTS-controlled cargoes that you are re- 
ferring to? 
Admiral Deneprink. Yes. These are MSTS-controlled cargoes 
carried in our berth-line ships. For the month of April our berth line 
will carry approximately 64 percent of our dry carce. We use the 
berth lines. They are our principal aid in this. But it would appear 
that the wording of this particular bill might restrict and not prov ie 
us with the flexibility which we feel we must have. 
Mr. Wessrer. I understand, sir. 
On the next page I think there is something that relates to that. 
You have said on page 5, toward the middle of the page, 
“available in sufficient numbers or in sufficient tonnage capacity” is inadequate. 
And then skipping down to the last sentence in the paragraph you say: 
Speed of movement, flexibility of operation, peculiarities of the area of opera- 
tion and the nature of the cargo are among those factors which dictate the vessel 
characteristics and means of control required in the movement of military 
cargoes. 


I think that the proponents of this bill, and I too, feel that in the 
expression, “available,” vou have in that word covered this problem 
of speed of movement and flexibility of operation. 
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I might say it this way: Aren’t speed of movement and flexibility of 
_ ation, peculiarities of the area of operation and the ni ature of the 

cargo found, all comprehended within the term “available” 

Admiral Denrsrtnx. When we read the phrase, “availab i in suffi- 
cient numbers or in suflicient. tonnage capacity,” we may not have 
interpreted the meaning of that clause in the same fashion that you 
have just indicated you have interpreted it. But we rather inter- 
preted that as placing complete reliance upon numbers and tonnage. 

Mr. Wesstrr. I see, sir. 

Admiral Deneprink. And not giving the connotation to the word 
“available” that you have given. 

Mr. Wesster. It might well be that there is an ambiguity there 
which ought to be cle: ired up. 

Down at. the bottom of the page you say : 

The bill is objectionable and impracticable for the reason that it deprives the 
Department of Defense of control of the rate of expenditure of funds appropriated 
by the Congress * * * 

I ask you, sir, whether all cargo preference bills are not objection- 
able for that reason? It seems to me it is in any cargo preference bill. 
If you go back to ae 1904 act, In a sense it imposes what the Depart- 
ment looking at its own appropriation might consider to be an artificial 
restraint and a burden on their appropriations, over which they have 
very little control. 

\dmiral Deneprink. Our idea in making the statement in that 
subparagraph ¢ at the bottom of page 5, has particular reference to 
the fact that the Department of Defense was not independently 
arriving at its ocean transportation procedures; but that we were in a 
measure having to look to the Department of Commerce and the deci 
sions made by the Secretary of Commerce with regard to when and in 
what amount we could use our own ships. 

That was the only thought that I had there, sir. 

Mr. Werstrr. Now, Admiral Denebrink, the last thought I had was 
on the next page, page 6—and I admit I am acting on hearsay because 
I have just read some of the reports concerning the Allen subcom 
mittee’s hearings, and I would like to preface it with the remark that 
it seems to me as the chief of the Military Sea Transportation Service 
you have a right to be proud of economy. But paragraphs (2) and 
(3) on page 6 take much of their strength from the fact that MSTS 
has been able to obtain from its competitive position lower rates than 
it might otherwise have been able to obtain if it had just been, let us 
say, an average American shipper. 

I ask you whether that is not, in your opinion, one of the main 
reasons for the objections which we are hearing from many sides 
today—and I am thinking in particular of the American shippers 
about the operation of MSTS ¢ 

Admiral DenEepRINK. Well, I am going:to be very candid with you. 

I do not believe that it is proper to assume that MSTS by virtue of 
the volume of business that it does, has been applying, shall we say, 
strong-armed methods in the negotiation of rates. Actually we have 
a great number of different kinds of rates. Perhaps I should review 
them for you. 

We have, in the use of berth ships, the berth term rate, which is the 
going commercial rate. We do quite a bit of business with the berth 
term rate. 
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Then, using the same berth ships we have entered Into space charter 
iwreements. I would hasten to add that this is not unique to MSTS, 
but it is a common commercial practice of all business, and under our 


space rate charter we get a certain rate, regardless of the tonnage that 
wecarry,. 

Now. when the tonnage increases and exceeds 3,000 tons in a ship we 
vet a further reduction in our rate. When it gets up to 5,000 tons we 
get a still cheaper rate, 

| have never had a complaint, and I ain searching iy conscience, as 
I sav this, because it is an all-embracing statement—I do not recall that 
[ have ever had a complaint from any berth operator against the fact 
that we had space charter contracts with them for the movement of 
eargo 

In connection with our time chartering of ships, where we will time 
charter a ship for a period of time, we go out into the market place and 
we meet the going rate of charter hire. We will negotiate that rate 
in accordance with good business. We sometimes are negotiated 
against when the market is tight. We have no option but to pay what 
they insist the “\ need, 

Nhe same thing applies for voyage charters on a tramp ship. 

With regard to petroleum and the chartering of tankers, at one 
time when eae: was a shortage of tankers the industry voluntarily 
pooled together and formed the voluntary tanker pool, so that the 
Department of Defense could move their military petroleum cargoes 
with surety. The Maritime Administration fixed a rate at maritime 
plus 25 percent, which we paid. That rate was below the going rate 
at the time. 

I think in all fairness it should be said that the industry entered 
into this voluntary tanker pool for two and maybe more reasons: 

1. A patriotic desire to make their tankers available on a voluntary 
basis; and 

To avoid their vessels being requisitioned by the Government. 

Mr. Wessrer. That is my understanding of that tanker pool too. 

Admiral Denresrink. Now some months ago—I think it was in 
March of 1953 when the tanker market softened perceptibly and we 
found that maritime plus 25 percent was higher than the going mar- 
ket rate, we obtained authority to stop going to the voluntary tanker 
pool, but to charter our tankers in the es market. The voluntary 
pool concepts still remain in being, and it so remains today. That 
meets with the desire of the tanker enh 

So now we go to the open market and we bargain the same as any 
other business. 

1 would hate to feel that we were in the position of being a Scrooge 
with the American merchant marine in the matter of our payment 
of rates. I would prefer to feel that we were handling this thing 
in a fair, equitable, and just fashion, and that we are consistent with 
other corporations oo a like volume of business. 

Mr. Wessrer. Is it not also true in an endeavor, and an under- 
standable one, reas that your particular operation is efficiently 
conducted, th: ae sae to the American merchant marine, if given in a 
direct way rather than indirect, such as cargo preferences, would 
be more to your liking ? 

Admiral Denreprink. I don’t know that I understand that question. 


Mr. Werster. What I mean by that, Admiral Denebrink, is this: 
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You have a job to do in your MSTS operation, as I understand it, t 
run it efficiently and to make certain reports, I will not say reports 
to your superiors, but to those who are directly interested in the De 
partment of Defense, as to the operation of MSTS. If you are also 
expected by our Government along the way to dispense unnatural or 
artificial benefits to the American merchant marine it seems to me 
it is bound to make your immediate job of running your operation 
to the satisfaction of your Chiefs of Staff, more difficult and more 
uncertain. Am I not correct in that ? 

\dmiral Denesrink. I would give the affirmative to that. 

Mr. Wessrer. I got the same feeling from what Colonel Syran had 
to say. So it seems to me that part of what comes out of 2 hearing 
like this, at least speaking for myself, Is an indieation or a feeling 
that direct aids by and large are preferred by all of us who are 
deeply interested in the American merchant marine, as I am sure 
vou are, 

Admiral Denesrink. Well, I certainly am. I would like to have 
the record show, and I would like to say to you, that the Department 

Defense cannot exist without a vital, virile American merchant 
marine. I mean, when I said to you of the part that logistics plays 
in the support of our combatant forces, what I was saying more than 
just that is that we must have this virile, vital, adequate, modern 
merchant marine under an American flag. 

I have been up here within these halls for the past 2 days trying 
my best to give positive support to them. Yesterday we were able 
to get favorable action from the Senate Ap ypropriations Committee 
for the construction of some $50 million worth of speci: al type ships 
which we need. That is import: int to me because it lends ‘emphasis 
to the need for giving work to our shipyards and our shipbuil ling 
industry. Because without the shipbuilding industry we have a crip 
pled condition in this country. We have been before the Senate 
Armed Forces Committee in connection with the long-term charter 
of new construction tankers of 20 ships for a 10 year period, 

This morning Senator Saltonstall announced that he was report 
ing that bill out of the full committee with unanimous consent. 

Those two measures, as far as I know, represent the only positive 
programs for the benefit of the shipbuilding industry that I am 
aware of that have reached some positive form. There are other pro- 
grams equally desirable, but I do not think they have reached the 
stage that the two programs that I am vitally interested in have. I 
am very much concerned about the American merchant marine. I 
am helpless without it. 

Mr. Wesster. I think going back to page 6 of your statement, as 
the last question I have to ask you, to page 6 of your statement, that 
what you have said 1 n paragraphs (2) and (3) there, in particular 
directing your ainetion to the sentence in paragraph (3) : 

In rate negotiations the bargaining position of the armed services would be 
greatly weakened if they were required by law to use privately owned and oper- 
ated commercial vessels exclusively 
is in your opinion a statement of absolute fact ? 

Admiral Denesrtnk. I am of the opinion that if we did not have 
certain ships in our nucleus fleet, and if we had to use exclusively 
privately owned and operated commercial vessels, I think that we 
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would be on occasion held up with regard to the rates which were 
offered to us. 

Mr. Wessrer. And in connection with that, although it is a fact, 
and I am sure you give evidence very clearly that you are smaaianad 
that that is so, it is nonetheless one of the things which has been, 
shall we say, complained of by certain interests in their testimony 
before the Allen subcommittee. Is that so? This bargaining posi- 
tion which MSTS has and of which you speak as one of the things 
which you want to hold on to, is something that others who have 
testified in the Allen hearings would like to see diminished. 

Admiral Denesrink. I am unable to give an answer to that because 
I haven't attended the hearings of the Allen subcommittee except 
when I testified. I have had members of my staff in attendance there 
and while I am searching my memory I do not recall, and I am sure, 
as vou have read the transcript that you would know better than I 
because I haven’t read the transcript - 

Mr. Wersrer. I might say, Admiral Denebrink, IT haven’t either. 
IT have read the Congressional Information Bulletin, which ts being 
published daily, but not even all issues of that, relating to MSTS. 

Admiral Denerrink. I have not been informed that there have been 
any complaints about my bargaining position. That is, what I say is 
meaningless because I am inadequately informed. 

Mr. Wenster. I want to thank you, Admiral Denebrink. in behalf 
of the subcommittee, for coming today and giving us such complete 
testimony. 

Our next witness will be Mr. Earl C. Dudley, member of the staff 
of the Assistant Secretary of Defense for International Security 
Affairs. 


It is very nice to have you with us today, Mr. Dudley. 


STATEMENT OF EARL C. DUDLEY, MEMBER OF THE STAFF OF 
THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Duptery. Thank you, Mr. Webster. 

ee ene that introductory statement, which I don’t think it 
is necessary to repeat, the Assistant Secretary of Defense for Inter- 
national Security Affairs is charged, amongst other things, with the 
administration of foreign aid military aid programs, including com- 
pliance with certain provisions in the Mutual Defense Assistance Act 
relating to ocean transportation. 

With that, I would like to read my prepared statement. 

Mr. Werster. We would be very happy to have it, sir. 

Mr. Duprey. Section 409 of Public Law 329, 8ist Congress, as 
amended, provides : " 

That at least 50 per centum of the gross tonnage of any equipment, material, 
or commodities made available under the provisions of this Act, and transported 
on ocean vessels (computed separately for dry bulk carriers and dry cargo liners) 
shall be transported on United States flag commercial vessels in such manner as 
will insure a fair and reasonable participation of United States flag commercial 
vessels in cargoes by geographic areas. 


Pursuant to section 409 of Public Law 329, the Department of 
Defense, under date of November 14, 1951, issued a directive identified 
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as No. 2110.12, establishing the Department of Defense policies for the 
ocean transportation of equipment and materials furnished to foreign 
governments under the Mutual Defense Act, as amended. This direc 
tive is attached hereto astab A. 

(The document referred to is as follows :) 


[COPY] 
November 14, 1951 
No. 2110.12 
DEPARTMENT OF DEFENSE DIRECTIVE 


Washington 25, D. C. 


Title : International programs and administration 
Subtitle: Military assistance 
Number : 2010.12 


SHIPMENT OF MUTUAL DEFENSE ASSISTANCE PROGRAM MATERIAI 
I. PURPOSE 


This paper prescribes the general policies under which MDAP equipment and 
materiel supplied by the Department of Defense are to be shipped in conform- 
ance with the requirements of section 409, of the Mutual Defense Assistance 
Act of 1949 (Public Law 329, 81st Cong.) as amended. 


Il. DEFINITIONS 


A. “U.S. flag commercial vessels” will be considered to include all vessels 
documented (registered) under the laws of the United States and not manned 
(crewed) by the Government. 

B. Gross tonnage as used herein means total measurement tonnage. 

C. The term “geographic areas” is considered to be descriptive of destination 
areas and not related to origin areas. For the purposes of this paper and use 
in reporting ocean shipments of MDAP cargoes, geographic areas are delineated 
as follows: 


Scandinavian range: Mediterranean area: 
Denmark Italy 
Norway Spain 
Bayonne-Hamburg: Greece 
Belgium Portugal 
France Yugoslavia 
Luxembourg Turkey 
Germany Far East area: 
Netherlands Burma 
UK-Ireland range: United Kingdom Indo-China 
Persian Gulf area: Iran Philippines 
Central and South America area: All Japan 
American Republics Indonesia 
Nationalist China (Formosa) 
Korea 
Thailand 


D. “Foreign source” means any source other than the continental United 
States, Hawaii, Alaska, Puerto Rico, and the Virgin Islands. 


Ill. GENERAL 


A. A minimum of 50 percent of the gross tonnage made available under the 
mutual defense assistance program shall be transported on United States flag 
commercial vessels in such a manner as will insure a fair and reasonable partici- 
pation of United States flag commercial vessels in cargoes by geographic areas. 
Distribution of tonnage between United States flag commercial vessels and other 
vessels will be effected on a country of discharge basis. 

B. 1. The recipient government will provide at its own expense the facilities 
and personnel to unload MDAP cargo from United States Government and 
United States flag commercial vessels. 

2. The recipient government will be responsible for all fees and charges con- 
tingent to the entry of each United States Government vessel or United States 
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flag commercial vesse! under time or voyage charter to the United States Gov 
ernment, utilized in shipping military assistance supplies. This will include but 
not be limited to, pilotage, towboat fees, harbor fees, entrance fees, or payment 
of or exemption from all taxes normally imposed by that government upon vessels 
calling at their ports for the purpose of engaging in commercial trade. 

C. Title to equipment and materials shipped on vessels provided by the United 
States w pass to the recipient government when delivered at end of ships tackle 


n the port of discharge 


I\ SHIPMENT OF GRANT AID FROM THE UNITED STATES 


\. Ammunition, other than small arms ammunition, as a general rule, will be 
shipped on United States Government owned and operated vessels. However, 
commercial vessels and foreign government owned and/or operated vessels may 
be utilized for the shipment of ammunition when economical, feasible and oper- 
ationa advisable 

B. The remaining cargo, over and above the cargo shipped on United States 
Government vessels and the minimum 50 percent of the gross tonnage to be car 
ried in United States flag commercial vessels, may be shipped in foreign bottoms 
prov ided by the rec iplent governments 

C. Title to equipment and materiel shipped on vessels provided by the recipient 
government will pass to that government when the equipment and/or materiel 
is aecepted by its designated agent free on board and stowed in the vessel 
provided 

ly, In no case will MDAP bear any cost of ocean transportation or any cost or 
expenses, including any dollar charges or port charges, incurred by or for the 
account of vessels provided by the recipient government in connection with the 
mutual defense assistance program, except those certain cargo costs specified 
in paragraph BF (1) below. 





ki. 1. All costs and charges normally assessed against the cargo ineurred in 
delivering military assistance cargo to recipient governments on board vessels 
provided by the recipient government as set forth in section IV, paragraphs C 
and D above, shall be borne by MDAP 

2. All demurrage and storage charges of any kind incurred on MDAP cargo 
at the loading port as a result of failure on the part of the recipient government 
to provide shipping for cargo booked with the agent of that government shall be 
borne by the recipient government. 





F. All offerings of MDAP cargo for shipment on vessels to be provided by the 
recipient government will be made to the official agent of said government as 
evidenced in applicable documents of appointment furnished by the recipient 
government through the Office of Secretary of Defense, Office of Military Assist 
ance. In no case will offerings be made to or bookings be made with the vessel 
operators or their agents 


V. SHIPMENT OF GRANT AID FROM FOREIGN SOURCES 


\. Equipment and materiel furnished under the mutual defense assistam. 
program from foreign sources will be shipped, where practicable, by the recipient 
government at its own expense, without reimbursement, and to include both 
inland and ocean transportation. 

B. In those cases where the recipient government cannot provide ocean trans- 
portation, shipment will be made on United States flag vessels, when available, 
and all costs wil be borne by MDAP funds except as set forth in section III, 
paragraphs B 1 and 2. 

C. Title to equipment and materiel to be shipped by the recipient government 
at its own expense, will pass to the receiving government free on board the inland 
earrier, provided by the recipient government, at the inland point or depot of 
origin 
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D. In the case of equipment which is to be moved to destination under its own 
power, title will pass to the recipient government: 
1. At destination when delivered by the Department of Defense, or 


2. At the inland point or depot of origin when accepted by the agent of the 


recipient government at that point. 
VI. REPORTING 


Monthly reports as prescribed in memoranda of June 8, 1950 and November 2, 
1950, subject: “Report of MDAP Ocean Shipments” from the Director of the 
Office of Progress Reports and Statistics, Office of the Secretary of Defense, to 
the Comptroller of the Departments of the Army, Navy and Air Force, will con- 
tinue to be submitted on DD Form 352 under reports control symbol DD-MDAP-— 
31. (Reports control symbol DD-MDAP-—DS-—6 has been rescinded. ) 


WILLIAM C. Foster, 
Acting Secretary. 

Mr. Duprey. Under the mutuality of assistance concept, it has been 
the policy of the Department of Defense to negotiate shipping agree- 
ments with foreign governments receiving equipment and materials 
under the provisions of the Mutual Defense Assistance Act, as 
amended, whereby the recipient governments would assume the cost 
of ocean transportation of such equipment and materials up to a max 
imum of 50 percent. These shipping agreements have been negotiated 
with the following countries: 


United Kingdom Belgium 

France Luxembourg 

Norway Yugoslavia 

Denmark Portugal 
Netherlands France for Indochina 
Italy 


The Military Departments in implementing this policy offer MDAP 
cargoes (within the maximum of 50 percent) to the designated ship- 
ping agents of foreign countries. The shipping agents of the foreign 
governments arrange for and pay the ocean transportation costs of 
such cargoes as are accepted. Title to such equipment and materials 
passes to the foreign government upon acceptance by the shipping 
agent. 

The remainder of all equipment and materials supplied under the 
Mutual Defense Assistance Act, as amended, is turned over by the 
Military Departments to the Military Sea Transportation Service to 
arrange for ocean transportation at the expense of the United States 
Government. Such ocean transportation costs are charged to funds 
appropriated under the Mutual Defense Assistance Act, as amended. 

The performance of the Department of Defense under section 409, 
accumulative from the inception of the program to March 31, 1954, is 
shown in tab B attached hereto. The comparable statistics for the 
period beginning April 1, 1953 and ending March 31, 1954 are attached 
hereto as tab C. 
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(The documents referred to are as follows 7 


Tan B.—MDAP ocean shipments, by type of vessel and destination, as of Mar. 
81, 1954 


M easureme 





ceal 

I rd de i a 

ents 
Potal 8 5, 27¢ 
scandinavi range tit If 
418, OS4 

<—- 243, 0 
* 
: Ur om-Ireland range 244, 747 
United Kingdon 243, O84 
Air Force MDAP Depot 1, 6 
Bayonne-Hamburg range 2, 626, 54¢ 
Belgiun 413, 743 
- France SOR, 176 
Luxembour 8, 259 
Netherland 236, 286 
stock pile 66. 395 
Air Force MDAP Depot 43, 687 
Mediterranean area 2, 745, 898 
Ethiopa 1, 865 
France 301, 930 
Greece 527, 847 
Italy 41,044 
Portuga a3, 44¢ 
Spain 4, 8S2 
Curkev 631. 865 
Yugoslavia 403, 019 
I k € 742, 649 
Burma 129 
Indochina 89" 062 
Indonesia 4, 427 
Korea Rf} 

National :Government Republic o 

(hina 473, 299 
Philippines 128, 382 
Thailand 140. 264 
Persian Gulf area 108, 095 
Iran 108, 095 
South American are 45, 625 
Brazil 21, 55€ 
Chile 6, 454 
Colombia 6. 618 
Cuba 00 

ominican Republic I 

I iador 74 
Per 602 
Urugua 498 


ant tons 


United States 
flag commercial 


lronnage 


313, 647 
184, 702 
128, 945 
116, 413 
114 
1 Aa0 
1, 722, 587 
167. 400 
1, 310, 719 
4, 5 
6. 627 
64. 60 
i, 67 
1, 772, 751 
1, 86. 
5, 112 
447, 345 
350, 707 
67. 975 
4, 88D 
5, 997 


938, S68 


1, 403, 846 


7.129 
796, 379 
4,427 
9 

400, 413 
112. 168 
83, 245 
87, 666 
87, 666 
39, 151 





100 
04 
2 


9° 


I 


Foreign 


ymnnage 


241,117 
129, 525 
111, 592 
3, 407 
¥. 4() 
I UR. 





207 968 


f 


Type of vessel 


lag 


total 


United States 


Government 


operated 


Ton 
nage 


665, 222 


106, 


44, 


YW 


182, 


34 


46, 


39, 


0 
022 


591 
134 
OS4 


Per 


cent 


of 


total 


Based on the Report of MDAP Ocean Shipments prepared by the services to insure compliance with 


section 409 of the Mutual Defense Assistance Act, 1949 
the ultimate d 





own power 





is amended 


Data does not necessarily represent 
tination of the materiel] shipped. Does not include aircraft or vessels delivered under their 
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Taz C.—MDAP ocean shipments,’ by type of vessel and destination, during period 
Apr. 1, 1953, to Mar. 31, 1954 
{Measurement tons} 
[ype of vessel 
: United Stat 
United | 1S 
Potal nited State Foreign flag Government 
ones flag commercial rated 
Range and destination i. tc 
ship 
ments 
Per Pet Per 
. en T en 
\ronnage cent ronnagé cent m cent 
ol rf nage ot 
total total total 
2 3 { 5 6 7 (8 
lotal 2,540,452 | 1,637,582 | 65 719, 580 28 | 183, 290 7 
Scandinavian range 141, 432 101,286 72 37, 197 26 2, 940 2 
+ — 
Denmark 0, 239 63,301 | 79 2, 049 
Norway 61, 193 37,985 62 0 
United Kingdom-Ireland rang 94, 165 60,821 | 65 27. 476 29 5, 868 6 
United Kingdom 92, 646 59,305 64 27, 474 5 867 
Air Force MDAP Depot 1,519 1,516 | 99.8 2 1 
Bayonne-Hamburg range 484, 518 333,344 | 69 135, 351 28 15, 82: 
Belgium 95, 33¢ 35,130 | 37 59, 399 807 
France 256, 903 212, 501 R2 37, 791 6.611 
Luxembourg 867 484 | 56 304 79 
Netherlands 85, 974 40,556 | 47 37, 835 7, 583 
Stockpile 18, 297 18, 23 99.6 22 44 
Air Force MDAP Depot 27,141 26,442 | 97 0 699 
Mediterranean area 1, 069, 091 46. 678 a 404. 379 4 18, 034 11 
Ethiopia 1, 865 1,865 100 0 0 
France 209, 803 45,282 | 29 162. 030 2. 491 
Greece 134, 80 111,270 3 19, 723 s RI 
Ltaly 280, 472 79,009 28 100, 912 100, 551 
Portugal 33,172 18,318 5 » 969 4. 885 
Spain 4, 882 4,882 100 0 0 
Turkey 291. 220) 179, 313 | 8] 56, 702 5, 265 
Yugoslavia 182, 814 106, 739 5S 75, 043 1,032 
Far East area 678, 847 $5, 137 79 103, OOF l 10, 614 t 
Burma 0 0 0 0 
4 . Indochina 352. O89 265,389 | 7 74, 702 11. 9O8 
Indonesia ; 100 0 0 
Korea of 34 RQ 0 1 
National Government Republic of 
China 231, 415 7 2, 530 27, 961 
Philippine * 34, 192 74 &, ORO 651 
Thailand 61, 110 71 17, 784 0 
* 
Persian Gulf area 34, 652 27,774 | 80 6, 878 ” 0 
Iran 44, 652 27,774 | 80 6, 878 0 
South American area 37, 747 32,542  &®6 5, 203 14 2 
Brazil 21, 556 2,953 97 603 0 
Chile 6, 270 4,298 69 1, 972 0 
Colombia 3. 140 1,074 4 2 065 1 
Cuba 781 537 | 69 244 { 
Dominican Republi 151 151 |100 0 0 
Ecuador 2, 433 2,205 | 91 228 0 
Peru 2,918 2,865 | 98 52 1 
Uruguay 498 459 92 39 0 


1 Based on the Report of MDAP Ocean Shipments prepared by the services to insure compliance with 
section 409 of the Mutual Defense Assistance Act, 1949, as amended Data does not necessarily represent 
the ultimate destination of the materiel shipped. Does not include aircraft or vessels delivered under their 
own power. 
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Mr. Dupiey. For purposes of determining the minimum 50 percent 
which must be ship ped in United States-flag commercial vessels, 
equipment and materials procured offshore which are delivered to the 
recipient country in ocean vessels are included in the total tonnage 
shipped Via ocean transportation. Contracts for the procurement ot 
equipment and materials manufactured offshore include a clause to 
the effect that such a es and materials are delivered to the re- 
cipient country f. o. b. factory. Despite this clause, exceptions have 
been made in the case of Greece and Turkey whereby offshore procured 
equipment and materials were ocean transported under the provisions 
of the Department of Defense directive cited above, at United States 
Government expense. 

The enactment of the proposed bill, S. 3233, would increase the 
charges to the mutual defense assistance appropriations for ocean 
transportation to the extent that MDAP cargoes could not be shipped 
at the expense of the recipient vovernments. 

| believe, Mr. Counsel, vou would not want me to bore you with 
reading this directive. i would like to quote from the totals of the 
Statistics as they appear on tabs Band C. 

Mr. Wessrer. Feel perfectly free to do so. I might say that in 
connection with tab B, in your testimony on that bear this in mind, 
if you would, please. One hundred percent ot MDAP cargoes to the 
Air Force MDAP depot in the United Kingdom, Kthiopia, Spain, 
Burma, Indonesia, and the Dominican Republic moved on United 
States commercial ships. 

My question, as you go through that, would be, were any difficulties 
experienced in that that you know of ¢ 

Mr. Dupiey. No,sir 


Mr. Wessrer. I think also on tab B in numerous other cases the per 


) 
) 


centages of United States flag commercial carryings are way above 50 
per ‘ent. | wondered whether 1h reaching those excessive heures you 
had encountered any difficulties that vou wanted to tell us of / 


Do DLEY. No. sir. We have not. 
Mr. dando: Fine. Goright ahead, sir. 
Mir. DupLtey. From the i ception of the program to Mareh 31, 1954, 


there has been a total of S.175.276 measurement tons shipped by ocean 
transportation. If that, 5.456.061 tons, or 67 percent, have pean ship 
ped in United States flac commercial vessels: 2.053.993 tons, or 25 per 


cent, have been shipped in foreign flag vessels. 

I would like to interpolate right there-—— 

Mr. Wensrer. May L interrupt, Mr. Dudley ? 

Mr. Duprey. Yes. 

Mr. Wessrer. You are referring, are you not, to tab B, to the totals 
at thet top of that page ¢ 

Mr. Duptry. Yes, sir. 

Mr. Weesrer. Now if you would continue, please. 

Mr. Duptey. The details I did not think you wanted. 

Mr. Wersrer. No,sir. That is fine. 

Mr. Duptey. I think it would be well to insert there almost 100 per- 
cent—and the “almost” is with my tongue in my cheek—is shipped at 
the expense of the foreign government. But it <dloes include some ton- 
nages shipped in foreign flag vessels at United States dollar expense. 

For the purposes of determining what must be shipped in United 
States flag commercial vessels, this report and our procedures did not 
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require to break that out. If I had to make a guess I would say it 
would not be above 2 percent at United States dollar expense, 

665,222 measurement tons, or 8 percent, have been shipped in United 
States Government operated vessels. 

Now for the comparable statistics. For the 1-year period beginning 
April 1, 1953, to March 31, 1954, there has been a total of 2,540,452 
measurement tons. Of that, 1,637,582, or 65 percent, have been 
shipped in United States flag commercial vessels ; 719,580 measurement 
tons, or 28 percent have been shipped in foreign flag vessels; 183,290 
measurement tons, or 7 percent, have been shipped in United States 
Government operated vessels. 

Mr. Wesster. That is fine, sur. I had one or two questions, 

Does the military consider contract operated tankers under the 
custody of MSTS as commercial vessels? Those vessels accrued by 
industry ¢ 

Mr. Dupiey. First of all let me make it clear that I am not an ocean 
transportation expert. We administer foreign aid, and this is just 
a portion of that. May I ask you a question in turn? Would that 
be classified asa GAA type of category vessel ¢ 

Mr. Wesster. Yes, it would. 

Mr. Duptey. That is included in United States commercial. Yes, 
sir. 

Mr. Wessrer. Is the 50 percent of MDAP cargoes proc ured offshore 
carried in privately owned and operated United States flag ships? 
You referred to that on page 2 of your statement. 

Mr. Dupiry. What the percentage is | do not know. Again our 
reports do not provide that. But the total tonnage shipped by ocean 
transportation 1s included in overall tonnages, both United States and 
foreign, to arrive at the 50 percent. 

Mr. Wessrer. We certainly appreciate your coming today, Mr. 
Dudley, and staying so late with us. 

Mr. Duptey. Thank you, sir. 

Mr. Weester. Thank you, Mr. Dudley. 

All right, Mr. Upton, may we hear from you? It is very nice to 
have you with us, Mr. Upton. 


STATEMENT OF E. C. UPTON, SPECIAL ASSISTANT TO THE MARI- 
TIME ADMINISTRATOR ON BEHALF OF THE DEPARTMENT OF 
COMMERCE AND THE MARITIME ADMINISTRATION 


Mr. Upron. ‘Thank you. 

We have a statement to submit for the record, Mr. Webster, which 
I will be very glad to review orally and be available for any questions. 

Mr. Wesster. That is fine. We would appreciate that, Mr. Upton. 

Mr. Upron. It is a pleasure to appear before this committee to pre- 
sent the views of the Department of Commerce and the Maritime 
Administration on Senate bill 8233. 

S. 3233 would require that at least 50 percent of the cargo it covers 
be transported in privately owned United States flag commercial ves- 
sels to the extent such vessels are available at reasonable rates. 

The bill covers transportation on ocean vessels of all movable prop- 
erty which the United States procures or obtains for its own account, 
or furnishes to any foreign nation, or in connection with furnishing of 
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which it advances funds or credits, or guarantees the convertibility of 
foreign currencies. 

The bill's 50 percent minimum participation provision has two 
provisos : 

The first proviso is that 100 percent of the covered cargoes shall be 
transported in privately owned United States flag commercial vessels 
unless the Secretary of Commerce, after holding public hearings, finds 
either that the United States foreign commerce will be promoted by 
not requiring this, or that such vessels are not available in sufficient 
numbers or at reasonable r: me to carry 100 percent of such cargoes. If 
either of these findings is made, the bill’ s )0 percent minimum partic i- 
pation provision would apply. 

The second proviso is that third-country-flag vessels may share in 
the covered cargoes only to the extent that the consignor and consignee 
nations’ flag vessels are not available in sufficient numbers or tonnage. 

The bill states that it would not repeal Public Resolution 17, 73d 
Congress, which directs that cargoes paid for by loans made by the 
United States shall be tr: namarted in American-flag vessels. 

There are in existence a number of statutes which require at least 50 
percent partic ip ition by the United States merchant marine in certain 
cargoes, such as for the foreign economic and military aid programs, 
and the bill apparent ly would super sede these statutes. The bill would 
also seem to supersede the act of April 28, 1904, requiring that Army 
on Navy supplies be transported in vessels of the United States or 
belonging to the United States, insofar as the bill would require 
transportation of supplies procured by the Army and Navy to be car 
ried in privately owned United States flag commercial vessels. 

The bill is not clear as to who is to determine, for purposes of the 
50-percent minimum participation provision, whether United States 
flag commercial vessels are available and whether their rates are 
reasonable. 

The bill does not specify how or on what basis the determinations 
by the Secretary of Commerce under the 100 percent provisos are to 
be made. Several methods of applications are possible, but none is 
clearly indicated. 

The President in his message transmitting recommendations con- 
cerning the foreign economic policy of the United States (H. Doc. No. 
360, 83d Cong.), March 30, 1954, stated with respect to our ocean 
shipping, that we must have a merchant marine adequate to our de- 
fense requirements. Referring to the principle of supporting the 
merchant fleet by direct means to the greatest possible extent, he said 
that the policy requires, 

* * * a careful analysis of the means available for providing direct support, 
its possible effects on foreign flag carryings, and its total cost before a specific 
program can be recommended. 

The President subsequently requested the Department of Commerce 
to study the extent to which direct. means can be utilized to maintain 
an adequate merchant marine. The Secretary of Commerce is under- 
taking such a study in cooperation with the Maritime Administration 
and has indicated that. at least 6 months will be required for comple- 
tion of the study. i 

Pending the conclusion of the study, the Department is not in a 
position to recommend any changes in existing law dealing with the 
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transportation of waterborne cargoes in United States flag vessels. 
However, the Department will continue to recommend that foreign 
military and economic aid legislation contain cargo preference pro- 
visions until it is determined whether some other form of aid should 
be substituted therefor. 

Insofar as the carriage of Army, Navy, and Air Force supplies is 
concerned, the Department of Commerce believes that privately 
owned American-flag vessels should be utilized to the greatest possible 
extent. Merchant-type vessels shouid be operated ‘by Government 
agencies for the transportation of such supplies only when necessary 
to meet essential military requirements involving security factors or 
other special transportation services which cannot be performed by 
the privately owned and operated merchant fleet. However, the 
problem involved in defining the respective areas of Government and 
private operations is most complex and flexibility is essential. This 
can better be achieved through administrative rather than legislative 
measures, 

Mr. Werster. Mr. Upton, 1 want to thank you very much in behalf 
of the subcommittee. We have read your statement before you came 
over today and we felt it was extremely constructive, especially in the 
light of the President’s policy limitations. 

We have quite a few questions, but I think in view of the fact that 
a study in under way, that it might be premature to request of you 
that you answer them today. For your benefit, though, and for the 
benefit of those who are studying the problems | will mention just a 
few of them for the record, and then you can make whatever use you 
want of this indication of what we are wondering about, as you 
perform this study. 

Mr. Urron. Good. 

Mr. Wessrer. What forms of direct means does the Maritime Ad- 
ministration have in mind as a substitute for cargo preference legis- 
lation? Will they provide dollars or cargoes ? “Inasmuch as ship- 
ying like any form of transportation must attain some minimum 
pine factor in order to break even, how can dollars as a form of aid— 
if that is what eventually results from the study—direct subsidy, let 
us say, for those who are not presently subsidized, or more for those 
who are—how can dollars as a form of aid ever be a substitute for 
cargo as a means of keeping an active merchant marine in operation ? 

Would you pay American operators to sail ships back and forth 
in ballast ? 

Isn’t this what you must come to? That unless your program is 
veared to the carriage of goods, that you will be subsidizing and sub- 
sidizing and subsidizing, but you will not have a mere chant marine 
which will carry cargoes. 

It seems that the provision to stimulate use of vessels would have to 
be geared in with cargoes, and that a mere dollars and cents proposition 
of aid might not do it. 

As far as objections to permanent legislation with the statutes which 
are presently on the books, it would seem to me—I would like to say 
that most of these are thoughts of counsel in reviewing the statement 
of the Acting Maritime Administrator, Mr. U pton—can you logically 
object to permanent legislation to carry out what has clearly heen the 
permanent national shipping policy of the United States? Isn’t the 
time to repeal not only specific cargo preference legislation, but the 
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national shipping policy which it is designed to effectuate, when and 
only when direct aids are in fact enacted and have proven of 
effectiveness. 

What is the difference between enacting successive 50—50 clauses 
in successive foreign-aid bills and enacting one 50-50 foreign-aid 
clause once and for all # 

Can't permanent 50-50 legislation always be repealed when, as and 
if some more effective means are found to attain our national shipping 
objective of carrying a substantial portion of our foreign commerce 
in United States ships ? 

Some of those questions, I think, Mr. Upton, the Maritime Admin 
istrator or yourself in his behalf might care to comment on. If you 
would like to, late in the day though it is, we would be very happy to 
have your comments, but I will leave that up to you. 

Mr. Urron. Mr. Webster, I think pending the completion of this 
study it would be probably better to postpone answering the ques 
tions, except that I would like to say that these questions would be 
and will be very excellent benchmar ks and guide posts for us to follow 
in this study which is now under way. 

Mr. Weesrer. Certainly by way of comment the problem of a mer 
chant marine which is not able for a variety of factors to compete 
freely and to profit nf that competition—to compete freely in the 
world—we would think has to be approached in a very basic way, and 
we recognize, or I recognize, that cargo preference legisl: ation is not 
an attempt to get at the root of the trouble. But the thing that frus- 
trates perhaps is the fact that no direct aid is suggested for this large 
segment of the merchant marine that seems to need it. 

Well, it has been very nice having you with us today. I know that 
the Senators who are not here would have enjoyed your testimony. 

Mr. Urron. Thank you, sir. 

Mr. Weester. Now we are going to hear from Mr. Walsh, if he 
would like to testify. Our next witness will be Mr. A. J. Walsh, Com- 
missioner of the Emergency Procurement Service of the General 
Services Administration. 

Mr. Walsh, it is very nice to have you with us today. 


STATEMENT OF A. J. WALSH, COMMISSIONER, EMERGENCY PRO- 
CUREMENT SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Wausu. Thank you,sir. Shall I proceed ¢ 

Mr. Werster. I wish you ‘rou l, sir. 

Mr. Watsu. Before proceeding with my comments on S. 3233, I 
would like to summarize briefly the provisions of the bill. 

I would require transportation on privately owned United States 
flag commercial vessels of 50 percent of the gross tonnage of (a) equip- 
ment, materials or commodities which the United States shall procure, 
contract for or otherwise obtain for its own account; and (6) equip- 
ment, materials or commodities furnished to or for the account of any 
foreign nation. This is subject to the proviso that the percentage shall 
be 100 percent unless the Secretary of Commerce, after public hearing, 
finds either that foreign commerce of the United States will be pro- 
moted by a lower percentage, or that privately owned United States 
flag commercial vessels are not available in sufficient numbers or in 
sufficient tonnage capacity, or at fair and reasonable rates. Finally, 
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third country flag vessels are excluded unless the consignor and con 
signee nations do not have ships of their own registry available 
suflicient number or in sufficient tonnage capacity. 

The operations of the General Services Administration which would 
be affected by the bill are primarily purchases made for the Foreign 
Operations Administration in connection with foreign aid programs 
and purchases of strategic and critical materials for the national stock 
pile. It is our intention to comment on the bill as it would affect 
the operations of this Administration in those fields. 

With respect to the bill generally, we think the requirement should 
be sufficiently flexible to permit the handling of unantic ipated situa 
tions in day-today operations. It is suggested that the requirements 
concerning the 50 percent rule and participation by geographic areas 
be qualified by some phrase such as “as far as is practicable” or “insofar 
as practicable and consistent with the purposes of the programs in 
volved.” This language is presently contained in the statute preserib 
ing the 50 percent rule with respect to foreign aid shipments to or from 
the United States. 

The proviso requiring 100 percent transportation on privately owned 
United States flag commercial vessels, unless the Secretary of Com 
merce, after public hearing, makes certain findings, should, we believe, 
be deleted. Our experience indicates that any attempt to use privately 
owned United States flag commercial vessels exclusively in connection 
with programs of this Administration would be impracticable. Un 
less the Secretary of Commerce, after public hearing, were able to 
make a finding across the board which would eliminate ‘the 100 percent 
rule, the requirement of public hearings prior to decision would inter 
fere immeasurably with day-to-day operations. 

The purpose of the proviso with respect to third country foreign 
flag ships is not clear, and consequently it is not clear how this proviso 
would result in any increase in the tonnage carried by privately 
owned United States flag commercial vessels. 

It is our opinion that the bill would not affect presently existing 
contracts, under which the contractor, rather than the Government, 
is obligated to arrange for ocean transportation and accordingly has 
control over it. If there is any apie on this point, however, we 
would recommend that the bill be modified appropriately so as to 
except such contracts. 

Mr. Wessrer. I might say in - it connection, I do not think there 
was any intention to interfere or for this bill to apply to existing 
contracts under which the vendor ca rols shipment. 

Mr. Watsu. Yes, sir. 

Mr. Wessrer. I would think that the legislation history accord 
ingly will indicate that to be the fact. 

Mr. Watsu. Very well. 

To the extent that the bill would merely replace the existing law 
which establishes the 50 percent rule for materials purchased for 
foreign aid, no problem is presented. The extension of the rule to 
so-called off-shore procurement for foreign aid would not, we think, 
create any difficulties insofar as our operations are concerned, pro 
vided the bill is modified as 1 suggested earlier to assure flexibility. 

There are, however, certain areas in the field of procurement for 
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the national stockpile which should be considered. The following 
illustrate the nature of the problem : 

(a) Contracts which call for delivery of the material by the con- 
tractor at some point in the United States; and 

(4) Contracts which provide for delivery c. i. f. some United 
States port. 

Most of these contracts are made with American importers. 

In the case of new contracts for certain commodities it would be 
possible to insert provisions spec ae ee by United States 
flag vessels. This could be done, for example, in the purchasing of 
bulk ores on ac. 1. f. basis. 

In other cases, however, a change in our method of purchasing 
would be required. For example, rubber is purchased through con- 
tracts with domestic importing firms. In many instances the im- 
porter does not determine until various shipments of rubber are on 
the high seas which particular shipments are to be delivered to the 
(rovernment under the contract; in fact, at time this decision is not 
made until the cargo reaches New York. The alternative would be 
for us to buy rubber directly in the Far East, which would have the 
effect of eliminating normal trade channels in the United States and 
also require that Government facilities and personnel be provided in 
the Far East for such purchasing. We would not recommend that 
this action be taken except in cases of emergencies such as occurred 
following the outbreak of the Korean hostilities, when this Admin- 
istration became the exclusive rubber importer for the country. 

Another example is the rotation of cordage fibers. Rotation is ac- 
complished by a three-way agreement under which, in effect, a domes- 
tic cordage user transfers to the Goverment his contract for the pur- 
chase of cordage fiber from the United States importer. The Govern- 
ment releases an equivalent amount of cordage fiber from the stockpile 
tothe user. The cordage fiber user pays the same price for the material 
from the stockpile as the Government pays to the importer. This type 
of arrangement avoids disruption of the cordage fiber market in this 
country and preserves normal channels of trade. 

I might add at this point that it is our policy and desire to conduct 
our operations as consistently as possible with normal trade practices 
in the various commodity fields involved in stockpile purchasing. 
It is therefore suggested that the bill be modified to permit continu- 
ance of these types of contracts, under which the contractor has control 
of the shipping, in those cases where it is advantageous to the Govern- 
ment and where it is possible for us to act consistently with normal 
trade practices, to use normal trade or commercial channels and to 
avoid unnecessary market disturbance. 

There is one more point which I would like to bring to the attention 
of the committee. Under the classification of general cargo, in con- 
nection with both our import and export programs, the allocation of 
tonnage has been predominantly to conference line vessels serving the 
numerous trade routes. Vessels of foreign flag registry make up the 
majority of the membership of these conference groups. For exam- 
ple, the Straits-New York Conference, on whose vessels all of the crude 
rubber —— into the country moves, is composed of 11 foreign 
flag lines and 3 American flag lines. This phase of our foreign 
shipping operation poses a problem as to how a 50 percent American 
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flag allocation of tonnage might be maintained, for example, in the 
case of rubber. 

During the 18 months period in which the Government was the 
exclusive importer of all crude rubber coming into the country, these 
lines carried a total of 935,000 long tons of rubber. Regardless of our 
inability to control the allocation of tonnage to a specific ocean car- 
rier, all of the participating American flag lines have expressed them- 
selves as being well satisfied with the share of the tonnage which they 
carried. In administering this program, and others as well, special 
care was exercised to affect as little as possible the normal transporta- 
tion operations of both the rubber industry and the maritime in 
terests. 

We would expect the bill to increase the cost of operating the stock- 
pile program. However, we have no way of estimating what that in- 
crease might. be. 

Mr. Wesstrer. Thank you very much, Mr. Walsh, for your very 
helpful statement. 

I have just a few questions. 

Mr. Wausu. Yes, sir. 

Mr. Wessrer. Turning to page 4 in paragraph 3, it is stated that 
General Services Administration’s policy and desire is to use normal] 
trade channels in order to avoid unnecessary market disturbance. 

Mr. Wats. Yessir. 

Mr. Wesster. If this is the case, do all stockpile commodities move 
on commercial vessels? I am thinking of the possibility that you 
probably also use MSTS operated vessels. 

Mr. Wausu. Not for stockpile. No, sir. It is all commercial 
vessels. 

Mr. Werster. I see. On page 5 in paragraph 3 you state you would 
expect the bill to increase the cost of operating the stockpile program. 

Mr. Watsu. Yes, sir. 

Mr. Wessrer. Referring back to the first paragraph on page 5, you 
have stated that the allocation of general cargo, both imports and 
exports, has been predominantly on conference lines. 

Mr. Wausu. Yes, sir. 

Mr. Wesster. Since conference rates for United States flag and 
foreign vessels are identical it would seem to me that there would not 
be much in the way of increased cost in the stockpile program if con- 
ference United States flag vessels were used. 5 

Mr. Wausu. That is correct. The difference would come in on non- 
conference lines. 

Mr. Werster. We certainly appreciate your coming today and we 
know that the committee will be glad to have your statement and will 
give it all the weight I am sure it is due. 

Mr. Wausu. Thank you. 

Mr. Wepsrer. Thank you sir. 

The hearing will be adjourned until Monday at 2:30 p. m. 

(Whereupon, at 5:30 p. m. the hearing was adjourned until 2:30 
».m., Monday, May 17, 1954.) 











CARGO PREFERENCE BILL 
(50-50 Cargo) 


MONDAY, MAY 17, 1954 


UNITED STATES SENATE, 

SUBCOMMITTEE No. 4 ON WaTtER TRANSPORTATION OF THE 

CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington. D.C. 

Che subcommittee met at 2:50 p. m., pursuant to recess, In room 
G16 of the Capitol, Senator Frederick G. Payne presiding. 

Present : Senator Payne. 

Also present: Bertram O. Wissman, chief clerk; Donald D. Web- 
ster, subcommittee counsel: and A. J. Bourbon, subcommittee statf 
member. 

Senator Payne. The committee will be in order. 

Today we are taking the third and what may possibly be the final 
round of testimony on S. 3233, the cargo preference bill. 

Before calling the first witness, however. I would like to state for 
the record, that the American Cotton Shippers Association, through 
its Washington counsel, John White, has asked permission to file a 
statement on behalf of the association, on or before May 25, which 
the subecommmittee will permit. Likewise, a comprehensive com- 
pilation from the Industrial Union of Marine and Shipbuilding 
Workers of America, CIO, has been received for the committee files. 

Now, I would also like to say, unfortunately, Senator Butler is just 
simply unable to be here today for this hearing because of matters 
that he is committed to, and Senator Maenuson, another member of 
the committee, also regrets that he cannot be here at the opening, at 
least, but will come here a little later if at all possible. He is serving 
as a member of the Senate Appropriations Subcommittee and they are 
hearing Secretary of State Dulles. So, you can probably under- 
stand his having to be at that hearing. 

We are very happy indeed to have Senator O’Conor here, repre- 
senting the American Merchane Marine Institute, and the witnesses 
that we will call today. 

The first witness is James B. Stuart, president of the American 
Tramp Shipowners Association, Inc. 

Mr. Stuart, I understand that you have a prepared statement. 

Mr. Sruarr. I do have a prepared statement, sir. 

Senator Payne. Do you wish to have that introduced and made a 
part of the record, complete, and then take it up any way you wish? 

Mr. Stuart. Yes; I will read portions of it. 

Senator Payne. All right. 

Mr. Sruart. And make some remarks on some of the testimony. 

Senator Payne. You may proceed in your own way. 
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STATEMENT OF JAMES B. STUART, PRESIDENT OF THE AMERICAN 
TRAM SHIPOWNERS ASSOCIATION, INC., ACCOMPANIED BY 
MARVIN COLES, ATTORNEY FOR THE AMERICAN TRAMP SHIP- 
OWNERS ASSOCIATION, INC. 


Mr. Sruarr. Mr. Chairman, my name is James B. Stuart. I am 
a shipowner and operator. I appear today as president and represen- 
tative of the American Tramp Shipowners Association, Inc. That 
association has as its member substantially all of the owners of 
American-flag vessels engaged in the so-called tramp trades. 

On behalf of the association, I appear to urge the enactment of S. 
3233, a bill to amend the Merchant Marine Act of 1936 to provide per 
manent legislation for the transportation of a substantial portion of 
waterborne cargoes in United States-flag vessels. 

The members of our association feel that enactment of legislation 
of this type is essential if we are to retain any tramp-type vessels in 
operation under the American flag. While it is only a partial cure 
for the ailments presently besetting our tramp fleet, we feel that its 
enactment is necessary if any part of this fleet is to continue in active 
existence. The tramp ships are the dry-bulk carriers described in the 
pending bill. 

Our vessels are principally engaged in the commercial market in 
the carriage of cargoes such as coal, grain, ore, lumber, and other 
bulk cargoes, and under charter to the Military Sea Transportation 
service. 

There are approximately 120 to 140 American-flag vessels engaged 
in the so-called tramp trade, with the discrepancy in total number 
heing de sage nt upon where you place certain Liberty ships partially 
engaged in liner and partially engaged in tramp tr ades. 

I think it is essential to invite the subcommittee’s attention to 
this fact: That a major portion of the total export and import ton 
nage of the United States is of the type generally carried by tramp 
ships. In the vears just prior to Werld War IT, over one-third of our 
export and import tonnage was carried in tramp vessels. At the pres 
ent time, approxim: itely £ D7 percent of the total e xport and import dry 

‘argo tonnage to and from the United States goes in tr: amp vessels. 

Prior to World War IT, we had no tramp fleet. Today, we have a 
sizable tramp fleet, but it is almost entirely in layup while a huge 
volume of our tramp cargoes is being carried in foreign-flag tramp 
ships. 

‘Tramp vessels are also essential for our national detense. As repre- 
sentatives of the Department of the Navy have testified, at other hear 
ings, tramp vessels are needed both as a reservoir in times of emer- 
gency and to provide the flexibility of operation which they make pos- 
sible in periods of limited emergency, short of all-out war, such as the 
Korean conflict: but in order to preserve a tramp fleet for our wartime 
needs, steps must be taken by the Government to maintain our fleet in 
operation during times of peace. 

Unfortunately, no provision is made in the existing law for a sub- 
sidly for tramp-type vessels. While we have no subsidy aid available, 
our tramp ships are at the same competitive cost disadvantage with 
competing foreign-flag vessels as are our berth line ships. As a re- 
sult, our tramp ships are completely excluded from the world market. 
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Our only hope of survival in times such as today is to have certain 
cargoes restricted to American-flag vessels in accordance with the 
terms of the pending legislation. In the absence of subsidy, legisla 
tion such as that now before the committee is an absolute essential if 
any American-tramp vessels are to continue Operations. 

To operate a Liberty-type vessel under the American-flag costs ap 
proximately three times as much as to operate an identical ship in an 
identical, competing service under foreign registry. As a result, for 
eign-flag tramp ships can operate at substantial profits under a rate 
structure which will soon bankrupt American ships attempting to 
compete. 

I think I can summarize the existing situation by stating that pres 
ent charter rates in the world market are far less than the wage bill 
alone of an American-flag ship. As a result of our cost differential, 
the American tramp has been completely frozen out of the world 
market. We cannot obtain any cargoes which foreign-flag tramp ves 
sels are eligible to carry. 

At the present time, the foreign-flag tramps are operating at sub 
stantial profits while over three-quarters of the American-flag tramp 
ships are in layup and the remaining one-quarter are operating at sub 
stantial losses. 

Unsubsidized American-flag tramp ships can exist only in a pro 
tected market. Other American industries which face foreign com 
petition have the protection of our tariff system. Some of our liner 
ships facing foreign competition have subsidy assistance. The only 
assistance now available to the tr: imp fleet is the restriction of certain 
cargoes to American-flag vessels. The pending bill, therefore, which 
is designed to insure some cargo to American ships, is the only basis 
on which a tramp fleet of any size can carry on. 

American-flag tramp ships can be employed in only three types of 
operations. A few of our ships are from time to time chartered by 
American liner operators who occasionally require additional carrying 
capacity under the American flag. Such charters are few in number 
and are principally for use in domestic trades. 

A major portion of our fleet has, in the past, been employed by the 
MSTS:; such employment has now declined to but a small percentage 
of prior years. 

The only other available employment for our ships is to carry 
cargoes restricted to American vessels by the so-called 50-50 provi 
sion of our foreign relief and rehabilitation statutes. 

Unless the 50-50 provisions are continued and broadened by legis 
lation such as provided by the present bill, a major part of the business 
for American-flag tramps will immediately be transferred to foreign- 
flag vessels. 

In my opinion, unless the 50-50 provision is made permanent legis 
lation, future shipments on American ships will soon end. 

If the cargoes previously reserved for American ships were put in 
the unrestricted world market, they would be wholly and completely 
diverted into lower cost foreign bottoms. 

In the prior portion of my statement, I have advocated continua- 
tion of the 50-50 clause. The members of our association feel, how- 
ever, that every effort should be made ny an even greater portion 
of our Government-sponsored cargoes in American ships. 
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We warmly endorse the first-proviso clause of this bill, which we 
interpret to mean that Government-financed cargoes will be shipped 
in greater than 50 percent volume in American ships when such ships 
are available at reasonable rates. In our opinion, this is both desirable 
and proper. Where our Government pays for these cargoes, we feel 
that American ships should have first opportunity to carry them up 
to the capacity of our ships to do so. 

I might add at this point a very pertinent remark by Senator Butler 
in discussing this bill recently, when he said, “If we are to give our 
country away, I think we should be given the privilege of carrying 
if away. 

1 think that sums up the situation pretty well. 

The 50-50 clause of previous foreign relief and rehabilitation stat- 
utes has been described as erie it guaranteed to American ships the 
carriage of one-half of all Government-financed cargoes. Unfortu- 

utely, this has been far ees the truth. As I understand the work- 
ngs of existing legislation, our shi ips have been given 50 percent only 
of those cargoes ship ped under the direction of F orelign Oper: itions 
Administration and its predecessor organizations whic h have orig'l- 
nated in the United States. 

We have been vuarantee “dl | v the 50-50 e iF auses of pre vious statutes 
only half of the cargoes ship el under these spec ific FOA adminis 
trated acts 

We believe that the provisions of the pending bill are far more desir 
able and more closely meet the needs of the American merchant marine 

that thev extend the preference of American ships to at least dO 
percent of all cargoes directly or indirectly financed by our (sovern- 

; 

We feel that the 50-50 minimum guaranty should, as this bill con 
templates, be extended to include at least one-half of all Government 
Spor sored cargoes imported tothe United States. 

Phe same rationale that apples to giving half of the Government 

argoes exported under the relief and rehabilitation statutes would 
iso apply to the cargoes imported under our stockpiling and other 
prograhis 

We also believe that, as this bill envisages, the minimum 50 percent 
\merican preference for American ships should be binding upon all 
iwencies of the Government. 

At the present time, certain Government departments purchase com- 
modities with Government funds on a delivered-to basis. Let us take 
fertilizer, for example. The Army purchases fertilizer for delivery in 
Korea, purchasing this fertilizer from whoever will offer it at the 
lowest delivered price. Placing bids on a delivered price basis com 
pletely prevents any carriage on American ships, as any shipper t using 
\merican ships would, as a result of the higher ‘thin ping costs be 
eliminated from any practical competition with shippe rs using foreign- 
flag vessels. We feel that avoidance of the 50-50 principle should not 
be permitted in situations of this kind. We believe that under the 
present bill at least half of these cargoes So purchased should and 

ould goon American vessels. 

Parenthetically, | might add that this delivered-price basis has not 
only mitigated against American shippers but has reacted unfairly 
2gainst American producers of products such as fertilizer. 
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In addition to Government-financed cargoes shipped to or from the 
United States, there is a substantial volume of cargoes which are pur 
chased outside of the United States for delivery in other parts of the 
world. In many cases, American ships have sought this business but 
have been erat that it is not included within the 50-50 provisions. 

So long as the cargoes are financed by our Government, we feel they 
should be available to American ships on the same basis as those orig! 
nating or being discharged in the United States. We believe that this 
bill should and does cover this provision, 

Our foreign-aid programs have been built upon a basis of Using the 
produce of American aericulture and industry. To a major extent, 
the moneys advanced for these programs have been used to purchase 
industrial and agricultural products in our country rather than abroad. 
While there has been some off-shore procurement, certainly more than 
half of the money spent for foreign aid has been pruid to American 
producers. We believe this is only right and proper. We feel, how 
ever, that the same principle should be applied to American shipping 
as wellasto American industry and agriculture. We feel that the pur 
pose of the pending bill is in accord with this basie principle. 

Our foreign-aid programs are principally justified on the theory 
that they strengthen our own defense by aiding our allies. Let us keep 
in mind, however, that the ultimate objective is our own defense. It 
appears to me that it would not make good sense for us to build our 
defenses on one hand and at the same time tear them down on the other. 

Our merchant marine, including our tramp segment of that mer 
chant marine is a vital part of our national defense. To accomplish 
the overall objective of our defense program however, we feel that 
every effort should be made to benefit rather than to handicap that 
merchant marine. 

Unless a bill such as that presently pending before this committee 
is enacted, the inevitable result will be that foreign merchant ma 
rines will be assisted but our own will, in large measure, be destroyed. 

We fully understand that the enactment of this bill is not a cure 
all for the ills of the tramp segment of the merchant marine. Of it 
self, it will not insure the retention of the present size of the tramp 
fleet. However, © enactment of this measure is of definite aid and assist 
ance and Is in ‘ping with the expressed purpose of the Merchant 
Marine Act of 1936; and, gentlemen, I do believe it is of the utmost 
importance at all times to keep in sharp focus, first and foremost, 
the purpose of this act, to wit, to further the development and main 
tenance of an adequate and well-balanced merchant marine, to pro 
mote the commerce of the United States and to aid in the national 
defense. 

I firmly believe that every action on the part of any individual 
association, agency, department related to maritime affairs should, 
at all times, be in keeping with this purpose. It is for the best interest 
of our great American public. 

It was, therefore, rather disconcerting and disturbing, to say the 
least, to hear some of the objections voiced by various witnesses that 
have appeared before this committee to date. 

In his testimony before this committee on the subject legislation, 
Mr. Thorsten V. Kalijarvi, Deputy Assistant Secretary for Economic 
Affairs of the State Department in opposition to the passage of such 
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legislation, stated that United States vessels carried a larger amount 
of cargoes in certain areas, including South America. 

At this time I respectfully request the permission of this committee 
to submit, within a few days, for incorpor: ation in the record, a state- 
ment reflecting the percentages of carriages by American and foreign- 
flag vessels of our dry-cargo foreign commerce in each of the 19 tr ade 
areas of the world. 

Senator Payne. That will be granted. 

Mr. Srvuarr. Thank you, sir. 

This statement will definitely show that in only one of the 19 areas 
during the 11 months of 1953, the latest figures available that Ameri- 
can vessels carried over 50 percent of such cargoes. That one area, 
gentlemen, comprises the west coast of South America where Ameri- 
can-flag vessels did carry 56.5 percent of the traffic. As recently as 
1950, however, we had carried 77.4 percent of this traffic. 

It will indeed be revealing to note that in 1953 this favorable per- 
centage drops from 64.3 percent at the end of the first quarter of that 
vear to 59.5 percent in the second quarter of that year, to 58 percent 
nthe third quarter and 56.5 percent at the end of 11 months. 

\t this rate it appears to be a certainty that before long American 
bottoms will be carrying even less than 50 percent in this route as well. 

The representative of the State Department also presented for the 
record aide memoirs from Norway, Sweden, Great Britain and the 
Federal re — ative of Germany in opposition to adoption of this 
50-50 legislation. In view of the fact that American-fi: ug vessels car- 
ried only 6.5 percent of our trade to the Scandinavian area, inclusive 
of Iceland and Greenland, 21.8 percent of the trade to Great Britain 
and Ireland and 12.9 percent to the Bayonne-Hamburg area, such aide 
memoirs can only, in our opinion, be interpret ted as evidence of an 
nsatiable appetite on the part of these maritime nations to freeze out 
(\merican tonnage on our own foreign-aid programs, knowing full 
well that this business of necessity will be theirs as a result of the 
inabilwty of the unsubsidized American tramp vessel to compete with 
the cheaper operating costs of these foreign vessels, 

Does this representative of the State Department feel that his op- 
position to the pending legislation is in keeping with the purpose of 
the Merchan Marine Act of 1936 ? 

Col. Arthur Syran, as a representative of FOA, very ably ex- 
pounded the position of his agency to the pending bill. However, it 
is my opinion that many of the statements he made cannot stand up 
under scrutiny. For example, he stated that FOA paid to the Amer- 
ican merchant marine $763 million from April 1948 through June 
of 1953, but he failed to point out that a substantial portion of this 
sum which was received by shipping companies for the cargo carried 
by GAA vessels was turned back to the Maritime Administration, the 
operators acting only as agents and receiving only an agency fee for 
the operation of these vessels. 

He further stated that no law should be enacted which would hinder 
the solicitation of freight by American-flag vessels in the open market. 
However, he completely failed to take into account the tramp vessels, 
which without subsidy cannot possibly compete in the open market 
due to the tremendous differential in the cost of operation between 

1 American ship and a foreign-flag vessel of this type. 
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His discussion of the involvement in cross-trades has absolutely no 
bearing on the oper: ation of a tramp vessel. In fact, our vessels engage 
in cross trades, in criss-cross trades and any type of trade where our 
vessels can find cargo to carry. 

His discussion as to ballast legs, as a result of the inability to 
compete with foreign tramp vessels, again has no bearing as the tramp 
operator computes the ballast leg, where he knows there will be one, 
in the cost of a partic ular voyage. 

Does the opposition to this pending legislation by the Foreign 
Operations Administration meet the test of developing and promot- 
ing a privately owned merchant marine? 

Regarding the testimony of Admiral Denebrink, let me state at 
the outset that I am sure no one in the American merehant marine 
industry would, for a moment, place personal interest before national 
interest. 

I have the highest esteem for Admiral Denebrink and the Joint 
Chiefs of Staff. 

It certainly is not the wish of our association to weaken the poten- 
tial of our fighting forces by imposing restrictions on the military 
control over the movement of supplies and equipment required in 
support of military operations. 

Great care, however, must be exercised in deciding what supplies 
and equipment are essential for the enment of military operations; 
where the line is to be drawn for the movement of cargoes on military 
and commercial vessels. 

The admiral has previously testified to the fact that on many ocea 
sions nucleus ships picked up partial cargoes that could have moved 
on commercial vessels but were shipped in space available on nucleus 
ships for a more economic movement. 

Has the use in the past and the present of NSA and GAA vessels 

y MSTS at all times been in keeping with the purpose of the Mer 
chant Marine Act to promote a privately owned merchant marine ¢ 

Should the question of the cost of activating and deactivating 
Government ships be used as a yardstick in determining whether a 
cargo is to move on a Government vessel or a privately owned vessel ? 

Should prudent management, as he put it, shift the cost of such 
activation and deactivation of vessels on the unsubsidized tramp 
operator ¢ 

Does prudent management mean that the American merchant 
marine should be treated as a commercial business competitor instead 
of the quasi-military unit it actually is, our fourth arm of defense, 
as detined by the Congress in the Merchant Marine Act of 1936? 

If economy is to be a yardstick, as we recently pointed out to the 
House committee conducting hearings on MSTS, and as the admiral, 
himself, in his testimony last Thursday stated, MSTS could effect 
inuch greater economies 1n its operations by moving cargoes in ship- 
load lots rather than partial lots on berth vessels. 

While it is true that the admiral did not set up this policy of ag? 
erence to the berth vessels, certainly every effort should be made, 
we are to be economy-minded, to effect economies by eliminating As 
present preferential system in the use of vessels and use those com- 
mercial vessels that are most economical for the American taxpayer 

I am a bit surprised to note that no concern has been expressed over 
the GAO’s attitude on this uneconomical operation. 
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While we are speaking of economy, gentlemen, let use bear in mind 
that it is most important to encourage American capital to invest in 
our American merchant marine during times of peace as in times of 
emergency fabulous and exorbitant expenditures could be avoided. 

Congressman Tollefson gave some startling figures recently when 
he stated that in desperation during World War I the United States 
spent $3,042 million in building and acquiring ships which could have 
been constructed for $840 million prior to the war, representing a 
savings of over $2 billion. 

In World War II, he declared the United States spent $14,204 mil- 
lion on 54 million tons of hurriedly constructed vessels, many of 
which were obsolete when they slid down the ways. He added that 
a 40-million-ton fleet of the same carrying capacity, built prewar, 
would have cost only $4 billion, showing a savings of $10,204 ae 

Gentlemen, every Government witness that has testified thus far 1 
this hearing has indicated his sincere concern over the welfare ot the 
American merchant marine. However, in their understandable en- 
thusiasm to do a good job for the agency they represent, I am afraid 
that unwittingly they are putting the interest of their particular 
agency before our avowed national policy, the sense of Congress, to 
develop and foster an adequate merchant marine. 

We have heard many ideas and theories as to the possible disastrous 
effects that would result from the passage of the subject bill, but little 
about the disaster that is facing us. 

‘Today, with approximately 100 ships in lay-up and with no pros 
pects of future employment, we are allowing the tramp segment of 
our merchant marine to be dest royed. 

As I stated previously, I don’t believe the passage of this bill. of 
itself. is sufficient to remedy this situation, but I do believe that it 
will be of some assistance. It was for this reason that we recently 
requested the Maritime Administration for permission to transfe? 

portion of our fleet to foreign registry, with American ownership. 
and, bv so doing. eliminate a portion of the competition th: at exists 
in this industry. 

Colonel Syran was perfectly right when he stated that the world 
is overtonnaged today. It is regrettable that labor’s representatives 
do not recognize this fact. 

Approximately 2 months have elapsed since the time we testified 
before this same committee on this question of foreign transfers. We 
stated then, and I now repeat, that it is to labor’s best interest and 
for the best interest of the American merchant marine to transfer a 
portion of our fleet to foreign registry so that the remainder of this 
fleet, with less competition, would have a fairer chance of survival. 

We very emphatically stressed, and I firmly believe proved conclu- 
sively. the fact that an unsubsidized American vessel cannot compete 
in the world market because of the great differential in the cost of op- 
eration, and also that foreign ships cannot compete with American 

vessels in the restricted American market. 

I pointed out then, and I point out now, there are just too many 
American tramp vessels and that the entire tramp segment of this 
fleet will be destroyed unless a portion is permitted to be transferred 
foreign. 

So, in conclusion, gentlemen, we sincerely urge enactment of the 
pending legislation, respectfully submitting that such enactment is 
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in conformity with the principles of the Merchant Marine Act of 
1936. 

Senator Payne. Thank you. Do you have any questions ? 

Mr. Wepsrer. I have a few. 

Senator Payne. Go ahead. 

Mr. Wesster. Mr. Stuart, 1 want to come back to your reference to 
the problem of foreign transfers ina moment. But, before I do, I am 
wondering whether, if the Maritime Administrator did not alter his 
policy, let us say, of 2 or } months ago in acting on transfers foreign— 
in other words, if he continued to act on those requests for permission 
to transfer foreign as he had done up to 2 or 3 months ago—and if the 
present provisions which are law today concerning cargo preference 
remained as they are, you can give us any idea of how long what re- 
mains of the active privately owned tramp fleet could, in your opinion, 
continue to operate ¢ 

Mr. Sruarr. In other words, if the transfers were not given and 
the law was, the law of 50—50 legislation remained as it is—— 

Mr. Wesster. I didn’t say if the transfers were not given. I = 
if the Maritime Administrator did not alter his policy as it existed : 
months ago, and I think you will agree he was granting permission rv 
certain requests or permission to certain owners who had requested 
authority to transfer foreign. 

Mr. Sruarr. Yes. 

Mr. Wesster. If that did not change and if, in effect, this bill was 
not enacted and the cargo-preference law stayed just as it is today, 
how long, in your opinion, could that portion of the American tramp 
fleet which is active today continue as an active entity ¢ 

Mr. Sruarr. Well, I don’t think it would stay in business very long 
as an active entity. That depends, of course, on the individual status 
of each one of the companies. 

Let me put it this way to you, though: Just as sure as we are sitting 
here, it is a certainty, unless some chi inges are made, that all these 
ships will go into bankruptcy. I mean they just cannot continue as 
theyare. itis just.an impossibility. 

Mr. Werster. Have you read the recent report of the Under Secre- 
tary of Commerce for Tr: ansportation, which we commonly refer to as 
the Murray report ? 

Mr. Sruart. If this is the one that you mean, Maritime subsidy 
policy 

Mr. Werster. That is correct. 

Mr. Sruarr. I have read sections of it; and if you want me to read 
a portion of it to you 

Mr. Werster. If you care to, feel free to do so. 

Mr. Sruarr. No. If you have any specific questions on it—I 
haven’t read it all through 

Mr. Wesster. In my reading of that report, I have not noted that 
the Maritime Administration, which collaborated in that report, and 
the Department of Commerce, the Under Secretary for Transporta- 
tion’s office, are concerned about the problem of transfers foreign. It 
seems to me they are concerned about the problem which I think, for 
the record, you should agree with us here today is more basic, and 
I think you have throughout your statement made it clear, that you 
think this particular bill would only be a stopgap measure. 
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Isn’t it true—and I would concede that the report of the Under 
Secretary arrives at this conclusion—that some method of direct sub- 
sidy for tramp operators will have to be found ¢ 

I am looking at page 123 of the report. The indication I get is that 
some method of subsidy will have to be found in order for us to have 
an active, privately owned tramp fleet. 

Would you agree with that—some form of direct subsidy ¢ 

Mr. Srvuarr. Yes; there is no question of doubt. We would like to 
get a subsidy. 

Mr. Wersrer. I didn’t ask you whether you would like to get a 
subsidy. I asked you whether it isn’t a matter of economic necessity 
over the long-run for the tramp operators, in your opinion, to be 
directly subsidized in some fashion similar to that which is now 
extended to the liner operations. 

Mr. Sruarr. I am 100 percent in agreement that we should plan our 
merchant marine, the entire portion of the merchant marine, the whole 
entity and every segment of it, including the tramp industry, on a more 
sound basis, and I believe subsidy assistance is essential to the tramps 
as well as to the berths, if we are going to have a tramp fleet. 

But we are confronted with this situation, Mr. Webster, and I would 
like to point it out at this time: It is well and good to sit here and 
theorize. Theories and ideas are just wonderful. Man doesn’t live 
on bread alone. He lives on ideas. What we have to do here is, first, 
secure the bread and we just don’t have it, and I say to you the ships 
are going to go out of business in a short period of time. 

Mr. Werster. I don’t think you have much debate on that with any- 
one, Mr. Stuart, and I think the facts, as revealed in the Murray report, 
as revealed in statements which you have been making for a long 
period of time, which your able counsel, Mr. Marvin Coles has made, 
would certainly indicate that over a long period of time the American 
tramp operator cannot continue to exist without aid. What I am try- 
ing to work up to is this question, because you brought it in, in your 
statement, in a way which I think necessitates a full rounding out: 
Would you have anyone believe that the problem of transfers foreign 
can and should be dealt with separately and apart from the long-term 
needs of the tr amp operators 

Mr. Srvarr. I don't know ae you mean when you say “separately 
and apart.” 

It is a pressing problem now. We know that we are overtonnaged. 
We know there is not enough business for the American vessel. 

Mr. Werster. All right. Let’s carry that a little further. Suppose 
the Maritime Administrator were to approve all the transfers foreign 
which the tramp operators have requests in for now. Knowing, as 
we do from the Murray report, that they are considering the matter 
of direct aid to the tramp operators—I might say parenthetically per- 
haps not with enough expedition to suit the t "amp operators—wouldn’t 
it be foolish for the Maritime Administrator to allow practically one- 
half of our tramp fleet to go foreign until it had been decided whether 
there would be any direct aid for the tramps? 

You will concede that that question has not as yet been resolved ? 

Mr. Srvart. I will tell you why I don’t agree with that, Mr. Webster, 
and it is simply this: If the Maritime Administrator went along now 

and transferred out 50 percent of that fleet, some 60 vessels that we 
have aske d to be transferred out—— 
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Mr. Wesster. By the way, how many requests do the nonsubsidized 
owners have for transfers foreign that you know of, including tankers? 

Mr. Sruart. I couldn’t tell you. 

Mr. Wesster. Approximately. 

Could either you or your — a us? 

Mr. Srvarr. I really couldn’t si 

Mr. Wersrer. Approximate yg 

Mr. Sruart. Mr. Coles indicates that he can’t break it down, but 
there are roughly about 80 applications for transfers. 

I was trying to bring out a point, though, when I say if Mr. Roths- 
child went along with us and gave us the transfer of the 60 vessels 
assuming that later on subsidies were given to the tramp fleet: No. 1 
not so much money would be spent on subsidies, because naturally 
there would be half the fleet remaining; if, on the other hand, we 
found it was necessary to have additional tramp vessels, we have 
plenty of reserve vessels in the reserve fleet that would amply fill 
the need, and I am sure that if Congress, if our governmental agencies 
are going to take the attitude that they are going to support the 
American merchant marine, you can just rest 100 percent assured, 
Mr. Webster, that American capital will be more than anxious to 
invest in the American fleet. 

Mr. Wesster. If there was anything 1 wanted you to leave with 
here today, as far as my own personal feelings about this, I would 
want you to leave with the feeling that all of your economic points 
were well made and well received. But, on this matter of where the 
initiative should come from, in proposing that which you have con- 
ceded is basic, namely, a direct sudsidy program that is realistic and 
would stand some chance of passage, I do not believe that you should 
not look to yourselves for the deficiencies there. 

The stopgap measure, such as the cargo- preference bill, which I 
think all of us would concede is necessary in spirit and already a 
part of our law—when you have pending requests for 60 or 80 
transfers of American-flag vessels, and when you have said that there 
is overtonnage in the world—I assume this tonn: ige would go into the 
world mar ket. That is the contention of labor. 

Mr. Sruarr. We agree with that. 

Mr. Wensrer. I think in the Murray report there is a statement to 
the effect that the competition of Panama and Liberia is becoming 
more serious. 

I can show you that reference in a moment, if you would care to 
have it, but I think your feeling of perhaps being left out is not en 
tirely justified and that in trying, as we are, as Senator Butler and 
Senator Payne and those who are not here today, to review this thing, 
considering all of the aspects of it, we have got to recognize we are 
dealing with something that is 1 step above or 1 step removed from the 
root of the problem. 

You will concede that the root of the problem is whether we are 
really going to pay for a privately owned tramp fleet. 

I iake cognizance of the fact that the subsidized lines favor this 
cargo-preference proposal, too, But you are testifying now for the 
snetbeldingl lines and more specific ally for the tramp fleet and more 
specifically for the American Tramp Shipowners Association, Inc., of 
which you are president. 
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Now, I think I have made quite a speech there, and for that I 
apologize, but I do hope, in your impatience about this matter of 
transfers foreign, you will recognize that this committee is consider 
ng that in a very serious way. We are trying to fathom all of its 
aspects and, in so doing, we recognize it is inextricably tied in with 
the matter of whether we will subsidize the tramp fleet and whether 
there is overtonnage. 

Mr. Srvuarr. There is only one thing, Mr. Webster, in that whole 
situation. ‘The entire discussion may be very academic within a very 
short. period of time. To _ here today, after 4 years of trying to get 
subsidies—+ years, Mr. Webster—and finding our ships in lay-up, es 
is L have indicated before, we are losing over a half a million dollars : 
month, it is going down the drain, and companies everyday are sat 
ting in more serious straits, and to sit here at this moment and to 
throw out the hope of subsidy, which you know and I know at this 
particular moment is something which is a complete question mark, | 
say that we aren’t being very fair about the situation and I think it 
eventually is going to wind up, Mr. Webster, that we are just not go- 
ng to have the tramp fleet. 

Now, what amazes me is this: It is not my statement; it has been the 
statement of military experts, and Admiral Denebrink and Admiral 
Wilson, all have come out and said how important the tramp fleet: is, 
but nothing has been done about it. 

Mr. Wessrer. Well, the latest thing is the Murray report in that re- 
gard. And to bring this to a conclusion—I use the word “realistic” 
advisedly—I don’t know from the proposals that have been made to 
Congress that the tramp shipowners have made any clirect proposal 
for subsidy — 

Mr. Sruarr. Oh, we definitely have made proposals. 

Mr. Cotes. We have made proposals. 

Mr. Wesstrer. Which is realistic and takes cognizance of the fact 
that subsidy is participation by the Government and that the present 
subsidized lines are giving a great deal in consideration of what they 
are receiving. 

1 am not at all sure that the proposals of the tramp operators are 
equivalent in that respect. 

I am not prejudging. [am saying to you 

Mr. Srvarr. Let me 

Mr. Wesstrer. May I finish ? 

Mr. Sruarr. Iam sorry. 

Mr. Wensrer. I am saying to you I think, because of your plight, 
because of the recognized necessity for our tramp fleet, it would be 
advisable for you, for the tramp operators, to look back at their sub- 
sidy program, to use the Murray report as highlighting the need per- 
haps for direct subsidy and get moving in that direction while we and 
others who are interested in this do our best in this direction. 

That is all Iam saying to you. 

Mr. Sruarr. I would like to have Mr. Coles give you some of the 
history of our attempts at getting subsidies. He represented the asso- 
ciation for a number of years and I think he is qualified to give us that 
historic picture. 

Mr. Wensrer. May I suggest this to Mr. Coles, because—— 

Mr. Cores. I would like to raise one question, Mr. Webster, and that 

There are two bills before this committee now, proposed by the 
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tramp association, which have been before the committee for over a 
year. 

Mr. Wessrer. I am well aware of that and, because of having looked 
over those bills, I feel there are many unrealistic approaches in the 
bills. It might be well for you to consider whether an approach again 
perhaps to the Maritime Administeration on the basis of the Murray 
report might not be wise. , 

Mr. Corss: |] would like to say this: As far as | know, the bills fol- 
low precisely the pattern of the 1936 act. The tramp bills are those 
bills which follow exactly the 1936 act, subject to the modifications 
necessary for the nature of the tramp trade. 

I might add 

Mr. Weester. Therein, I think, lies the distinetion. 

Mr. Cores. Further, I think these bills have been the subject of 
hearings before this committee and the House committee over a period 
of many years. Reports similar to the Murray report, indicating the 
same conclusion, have been available for several years; but I think we 
can see the results of nonaction, and I think now we are in the state 
where we can’t wait very much longer for action, because if we wait 
any longer we will be in the same position we were in 1936, when the 
reason for not including the tramp ships in the Merchant Marine Act 
of 1936 was a statement in there, statement of the Government official 
involved, that there is no tramp fleet. 

Mr. Wessrer. You misunderstand me, because I didn’t suggest that 
you wait. I suggested that you reevaluate your approach. We have 
looked at the subsidy problem for years. 

Senator Payne. Let me ask this, if I may, because we have a num- 
ber of witnesses—and I know we would like to continue on here: 
Wouldn’t it be possible for you, in view of the questions that have been 
raised by Mr. Webster, in view of the fact that we are going to keep 
this record open so as to permit you to file the other material that you 
mentioned, for you to give some weight to these questions that have 
arisen here this afternoon and include those in or among the several 
comments that you make, to go into the record ¢ 

Mr. Srvarr. Senator, we would be very happly to submit any ad- 
ditional information you require, but there is one thing I want to 
Impress you gentlemen with, and I think this is most important: 
It was, I think, on March 24 when we came here and spoke about 
these transfers. Many of these ships have been laid up since the 
early part of December. We thought it was going to be on a tem- 
porary basis. Labor’s opposition was to the effect that it is only 
temporary, that this thing will change, and so on. It hasn’t changed. 
The prospects for change Just are not there. 

Now, what has happened recently appeared just this morning in 
this morning’s Times. With a lot of ships in layup, there was some 
request for some ships and the market immediately Jumped, simply 
because the owner would not take a ship out of layup at the ridiculous 
rates that were being offered previously. 

That only proves exactly what we are trying to say—that we will 
get the ships to operate if we remove some of that competition at 
compensatory rates; otherwise, we are Just driving the tramp owner 
out of business. 
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Now, to speak of subsidies today—well, you have got an emergency 
case, and while we are discussing remedies the patient is about to 
die. Itisasserious as that. 

Every single day I am positively overwhelmed with telephone calls 
from the various owners: “Mr. Stuart, what are we going to do? 
What are we going to do?” 

They can’t sell their ships. They can’t get scrap value for them. 
There are mortgages. They can’t meet the mortgage payments. 

So, it is a wonderful thing—I repeat—to theorize—sit down and 
discuss remedies, ways and means about which we can do something 
about the situation, but we have an emergency confronting us and to 
postpone it is going to kill off the tramp segment of the merchant 
marine; and any subsequent act at a subsequent time will be academic 
as far as we are conce rato 

That is why I say: Sure; we want subsidy. Sure; we would like 
to sit down and sai ive a long-term program for the tramp fleet. But 
I say this is not the time right now. I mean you are in an emer- 
gency, and we have got to get that emergency treatment. 

This pending legislation—sure ; it doesn’t help to any great extent, 
but it does help. It is some assistance, and that is why it is dis- 
heartening to us to see the attitude on the part of many of the govern- 
mental agencies. ‘ 

We are put in a position where we don’t get subsidies. We are 
third on the list of preferred treatment from MSTS. We just don’t 
get the cooperation that I think we should have. 

Our State Department is very much concerned about creating good 
will overseas, and it is a very, very noble goal that they have, but I 
think charity should begin at home. 

The first and prime function I think that we have, as a Govern- 
ment, is to protect the interests of our citizens; and if Congress has 
come out and said specifically in the Merchant Marine Act of 1936 
that we must promote and we must have a substantial and adequate 
merchant marine, I think everything that we do today should be just 
to do that thing. That is why I say we should puss this bill and get 
every bit of assistance we can get, legislatively and otherwise, for the 
American merchant marine, if we are to give full weight to the sense 
of Congress in establishing and maintaining an adequate merchant 
marine. 

Senator Payne. Do you have any further questions ? 

Mr. Bourbon ? 

I believe that is all, then, Mr. Stuart. 

Mr. Stuart. Thank you very much. 

Senator Payne. And you will submit that information just as 
quickly as possible? 

Mr. Srvart. I will be very happy to submit it as soon as possible. 

Senator Payne. The next witness is Mr. Francis T. Greene, execu- 
tive vice president of the American Merchant Marine Institute. 

Mr. Greene, I understand gt are testifying in a rather unique 
status here today—on behalf of, No. 1, the American Merchant Ma- 
rine Institute: No. 2, the Ske cides Steamship Association, 
and, No. 2, the Association of American Ship Owners. 
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STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT 
OF THE AMERICAN MERCHANT MARINE INSTITUTE, ACCOM- 
PANIED BY ALVIN SHAPIRO, DIRECTOR OF RESEARCH, AMERI- 
CAN MERCHANT MARINE INSTITUTE 


Mr. Greene. Senator, I feel very proud, at the time very humble, 
to note with you that, so far as I know, this is the first occasion when 
the three major associations of American steamship owners have 
spoken with a single voice. 

Senator Payne. It is wonderful to hear that sort of unity. 

Mr. Greene. With the indulgence of the subcommittee, I have 
asked Mr. Alvin Shapiro, the director of our office of research, to sit 
at the table with me because when we get to the questioning I am 
sure there will be questions which, from his much larger knowledge 
than mine, he could answer more quickly than I could and thus save 
the committee’s time. 

Senator Payne. You may proceed in your own Way. 

Mr. Greener. My name is Francis T. Greene. I am the executive 
vice president of the American Merchant Marine Institute, whose 
members comprise the majority of American-flag operators in all 
categories of ocean shipping. 

In appearing here to state the unequivocal support of the industry 
for fair and reasonable cargo-preference legislation, I speak not only 
for the American Merchant Marine Institute, but also for Pacific 
American Steamship Association and the Association of American 
Ship Owners whose representatives, Messrs. Ralph B. Dewey and 
Hugh 8. Williamson, participated in the preparation of this state- 
ment and are available to answer questions or supplement my remarks. 
Together we represent substantially all of the American merchant 
marine, 

Many hours of searching discussion, not only between the organiza- 
tions representing management, but also with those which speak for 
labor, preceded the introduction of this bill. 

We are convinced that America’s merchant marine, handicapped by 
high American operating costs must obtain a fair proportion of 

cargoes financed by our own tax dollars and under control of our own 
Government. 

The very survival of our commercial shipping industry in the face 
of ine reasingly severe foreign competition will in the final analysis 
depend primarily on cargoes not on subsidies. 

Be fore turning to the details of Senator Butler's bill, I should re- 
call to the American people though I need not remind this subcom- 
mittee, that it has been unswerving national policy of our Nation 
to maintain and promote an adequate merchant marine since as long 
ago as 1790. In modern times, the Merchant Marine Act of 1920 re- 
affirmed this policy in ringing words: 


* * * the United States shall have a merchant marine of the best equipped 
and most suitable types of vessels sufficient to carry the greater portion of its 
commerce and serve as a naval or military auxiliary in time of war or national 
emergency, ultimately to be owned and operated privately by citizens of the 
United States. 
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Eight years later, this policy was again expressly confirmed by the 
Merchant Marine Act of 1928. In 1936, the Merchant Marine Act of 
that year, once more, eae! this policy insisting that we: 

shall have a merchant marine sufficient to carry * * * a substantial 
portion of the waterborne export and import foreign commerce of the United 
States. 
Finally, in 1946, faced with postwar conditions the Congress, 1n the 
Merchant Ship Sales Act of that year, again resti ated this policy in 
identical words. 

A “substantial portion of the waterborne e ‘xport and import foreign 
commerce of the United States” has been again and again stated in the 
legislative history of this and many other statutes to mean at least 
o0 percent of our foreign commerce. 

Although the effectuation of this objective has had its ups and 
downs over the years, our national ship ping policy he is continued un- 

changed. This national shipping policy vy is, and it must continue to 
a the premise for congressional action. It aa also, but has not 
always been, the premise for administrative action by all the agencies 
of our government which owe equal allegiance to the statutory policy 
so long established and so often reaflirmed by the Congress. 

Senator Butler’s bill marks no departure from our national ship- 
ping policy; rather, it represents only an effort to carry this policy 
nto pri ictie al etfect and to « ‘los se the loopholes by whie hj t has been 
or is being avoided by agencies of our Government not fee ays aware 
of the necessity that our merchant marine must be used in times of 
peace if it Isto be available int imes of crisis and war. 

Senator Butler’s bill is addressed to certain specific problems of 
cargo availability which now faces the American merchant marine 
in its struggle for survival. 

At the outset, let me e mph isize that S. 3233 does not seek to control 
the routing of commercial cargoes. It oi not seek to burden or 
impede the ocean transport of national defense cargoes. It does not 
relate to convertibility of United States investments abroad. 

It is directed sole ly to cargoes which, dire etly or indire etly, are gen- 
erated by our aaa and paid for or financed by the American 


people. Here, in brief, is how the bill would give vitality to our 
national shipping policy. It would apply this prine _ that a sub- 
stantial portion of our foreign commerce should move in American- 


flag ships to the extent that American-flag ships are alate at reason- 
able rates to the following types of United States Government-gen- 
erated cargoes: 

1. Cargoes contracted for or otherwise obtained by the Government 
for itsown account; 

2. Cargoes purchased abroad by our Government for delivery in or 
to another foreign nation; 

3. Cargoes furnished to foreign nations where our Government 
guarantees to pay the dollar equivalent of the cost of the cargoes; and 

1 Cs irgoes financed by the United States Government. 

The rem: Linder of the first half of the bill merely codifies the ship- 
ping provisions of existing foreign-aid programs, but wisely adds the 
term “privately owned.” Privately owned ships, of course, include 
American ships chartered by their owners to the Government. 
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The second half of the bill commencing with line 13 of page 2 in 
effect requires that all of such cargoes move American flag unless the 
Secretary of Commerce after public hearings determines, first, that 
the foreign commerce of the United States would be promoted by car 
riage of a lesser percentage or, second, that American-flag ships are 
not sufficie ah available. Finally, as to that portion of foreign-aid or 
S imil: ar cargoes whic h ms Ly move fore ign fl; ag, ne SEK ‘ond proviso gives 
i priority to the merchant marine of the consignor or consignee nation. 

With your indulgence, I should now like to iiouts the bill in some 
what greater detail. 

The first area of shipping to which the bill applies embraces cargoes 
procured or purchased yy Our OWN Government. ‘] he bill reads: 

* * * whenever the United States shall procure, contract for, or otherwise 
obtain for its own account uuy equipment, materials, or commodities 
within or without the United States * * * at least 50 per centum of the gross 
tonnage * * * which may be transported on ocean vessels shall be transported 
on privately owned United States-flag commercial vessels, to the extent such 
vessels are available at fair and reasonable rates for the movement in the United 
States-flag vessels * * * 

We believe that it has long been the plain inte nt of Congress that 
Government cargoes ought to move at least 50 percent in United States 
ships. Ever since 1904 two statutes have required that 

vessels of the United States, or belonging to the United States, and 
no others, shall be employed in the transportation by sea of coal, provisions, 
fodder, supplies of any description purchased pursuant to law for the use of the 
Army or Navy 

Mr. Weester. Mr. Green, just for the record, what were the provi 

ions of the law which you have referred to as two statutes / 

Mr. GREENE (reading) : 


x 


vessels of the United States 


Mr. Wesster. No; what were the provisions of law’ 31 United 
States Code, was it ? 

Mr. Greene. Yes: 31 United States Code, section 1365, and 34 
United States Code, section 528, those being identical statutes, one 
ap yplicable to the Army and the other ap plicable to the Navy, passed 
long before unification had even been thought of. 

Mr. Wessrer. I saw you had it in your prepared statement, and 
I thought, for the record, it should be in your transcript. 

Please g 

Mr. Greene. In the face of such plain statutes, it is a logical ques 
tion to ask: How have our military departments lived up to this 
statute / 

By frequently contracting for foreign supplies on a laid-down cost 
_ is, that is, cost. insurance and freigh t, where routin @ 1S ( ‘controlled 
by the for ‘elon supp yhier title does not pass un itil the cargoes reach the 
United States. 

I underst: oy that they ‘ustify this nonuse of American ships on 
the basis of : contention that the eoods are not “purchased” by the 


rO On. 


United Skates until arrival and delivery and, therefore, are not sub 
ject to this statute. It seems to us, however, that such procurement 
by our Government was patently intended by the Congress to move 
exclusively in American-flag ships. In this respect, therefore, Senator 
Butler’s bill is no de ourtees from earlier policy or precedent; rather, 
it is a confirmation of that policy and a closing of . loophole which 
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has been seized upon ina shortsighted attempt to attain economy even 
though at the cost of denying to the American merchant marine its 
share of Government cargoes. 

This departmental shortsightedness really adds more to the ultimate 
burden of maintaining an adequate merchant marine because where 
cargoes are eliminated other and more cos tly forms of aid must be 
substituted if American-flag ships are to remain in operation. 

The next area to which S. 8233 is directed embraces foreign grant 
aid programs. The bill is applicable whenever the United States: 

* * * shall furnish to or for the account of any foreign nation, any equipment, 
materials, or commodities, 
whether obtained 


within or without the United States 


Fundamentally, this is litle more than a codification of the many 
previous specific clauses incorporated in foreign-aid programs start- 
ing with section 1ll(a)(2) of the original Economic C ooperation 
Act. of 1948. 

I should like to offer as an appendix to my statement a compilation 
of all of these shipping clauses, the most recent of which is section 
106 of the Mutual Security Appropriation \¢ 't of 1954. 

In support of this phase of Senator Butler’s bill, there has recently 
been submitted to this C ongress by the executive branch of the Gov- 
ernment, according to my understanding, a “Proposed working draft 
of mutual security program legislation, 1954.” This draft likewise 
includes a 50-50 clause lifted largely from section 111 (a) (2) of the 
ECA Act. Therefore, despite the somewhat surprising Eon testi- 
mony of the representative of the De partment of State, S. 3233 is in 
this respect also no departure from the policy estab lihed by Con- 
eress and scheptad by the executive branch of the Government. 

In conclusion on this phase of the bill, I need only cite the report 
submitted on May 3, 1954, by Robert B. Murray, Jr., Under Secretary 
of Commerce for Transportation. Conclusion 15 of that report 
reads—and again I quote : 

The cargo preference provisions of existing law should be continued in effect 
asa part of our national maritime policy. 

I think that no more need be said. 

Mr. Wersrer. Mr. Greene, may I interrupt just at that point to 
state for the record something perhaps you did not know ? 

Mr. Murray also said the President had recently requested the 
Department of Commerce to study the matter ¢ indirect ai ls, and 
I would, therefore, think that statement whicl you have stressed, 
while it is still to me very persuasive of the cone ae on which it com- 
pels you to reach, should be modified by his other statement concerning 
the presidental request. 

Would you care to comme! it 4 

Mr. Greener. I have two answers to that: First, so far as I know, 
it represents Mr. Robert B. Murray’ best, own thinking on the sub- 
ject, and I cite him as an authority, and I am happy to rest on his 
thinking in this field. 

I cite it only for Mr. Murray's personal conclusion that he drew 
after a little better than 1 year of searching inquiry and study in 
the whole broad field of our American maritime problem. 
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Second, I submit that the only truly direct form of aid to the 
American merchant marine is cargoes. Anything else, in my opinion, 
is indirect because business exists on the basis of business. if it hasn’t 
got business to, they have to go to some indirect way to support an 
edifice which should support itself on the volume of business it does. 

Mr. Wesster. All right. 

Mr. Greene. Give our American merchant marine cargoes up to 
the break-even point and the need for Government aids is vastly 
reduced. 

Mr. Wesster. I think your first point is very well made, and I 
think the second point is interesting. The use of the term “direct or 
indirect” is something which is subject to definition, and definition 
in context, and it is surprising to hear a cargo-preference bill referred 
to as a direct aid, but I can see what you had in mind. 

Mr. Greene. Well. I don’t want to get into a discussion of semantics, 
but the months I have, myself, slept with this thing, and I mean that 
literally—and dreamed about it and thought about it and worked with 
it—the ereatest need in the American merchant marine is cargoes, not 
dollars, and when the American Government is venerating cargoes to 
such a vast extent that it is tending to displace cargoes for which they 
could otherwise exist, then I submit what they need isa fair proportion 
of those Government cargoes that have been displacing and reducing 
the normal field for commercial competition. 

Mr. Werstrer. I think that point is very well made. 

Mr. GREENE. The third area covered by Senator Butler’s bill is also 
part of our overall foreign-aid program. The bill provides that 
whenever our Government shall “guarantee the convertibility of 
foreign currencies in connection with the furnishing of such equip- 
ment, materials, or commodities to or for the account of any foreign 
nation,” the 50 50 provision shall be applicable. 

Under ECA, the individual foreign recipient did not receive aid 
directly from ECA but instead was generally required to purchase the 
commodity or service from his own government and to pay the equiv- 
alent value in his local currency into the counterpart fund maintained 
by the recipient country. To the individual foreigner, ECA aid was 
not for free. He paid for it in full in the coin of his own realm. 

Since the passage of the 1953 Mutual Security Act, however, a new 
type of Government financing has been introduced, namely, currency 
convertibility on sales abroad of United States surplus commodities. 
Section 550 of that act authorizes the President to enter into agree 
ments with friendly foreion countries for the snle and export of sur 
plus agricultural commodities under conditions negotiated by him 
with such countries and to accept in payment therefor local currencies 
for the account of the United States. 

Appropriations in the 1953 act for this tvpe of aid were “not less 
than $100 million and not more than $250 million” out of Mutual 
Security Administration funds and appropriations in the current year, 
1954, are $100 million. 

\dministration, I might add, of the section 550 program has been in 
accordance with the 50-50 provisions of the Mutual Security Act. 

We come now to a new w rinkle which is under active consideration 
by the Senate and House Agriculture Committees. It is proposed 
a large number of pending bills that American exporters may sell com- 
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mocdities abroad for local currencies. Many of the bills expressly 
require f. o. b. shipment which, by statute, would enable foreign pur- 
chasers to control all co ocean transportation. The American 
exporter is guaranteed by our Government that it will convert the 
foreign currencies whic | he receives into dollars. 

Again we come back to dollars. 

Again we come back to ap propriatl ions paid for by the t: axpayers, 

Since the pending draft of an omnibus foreign-aid bill, to which 
I have already referred, makes no provision for surplus agricultural 
commed Lies, and in the absence of any oO 50 clause 1h) the agricultural 
bills, the American merchant Inarihe would be deprived oft any further 
participation in the transportation in the surplus agricultural pro- 
grams. This, of course, makes the overall bill now under considera- 
tion by this committee doub ly necessary. 

Another ‘variation of our fore ion aid programs is the direct govern- 
mental transfer of American commodities in exchange for local 


foreign currencies. This is done outside the a of existing 
foreign aad legislation. The local currene ies turn are made avail- 


able to de partments of our Government which teas local currencies. 


The Grain-to-Spain program is an example. According to my best 
understanding, the Commodi ty Credit C orpor: ition has agreed to sell 
10 million bushels of American wheat to Spain for pesetas. 
Understand that — 120,000 tons have already been ship ped. 
The Commodity Credit Corporation then receives an equivalent 
amount of dollars out of the De partment of Defense appropriations. 
\oain we come bac k t to dollars ‘ which are the foundation of all ot 


these local currency Variations of our foreign a cl activities, Yet, to 
the best of our knowledge, not 1 bushel of this grain for Spain has 
sailed in American bottoms, notwithstanding that we have today at 
least 100 privately owned American freighters laid up for lack of 
cargoes. 

We submit that this app lication - the recognized = D0 prince iple 
to these new variations of wheal are basically foreign vid programs 1s 
againa closing of a loophole, not the abl ishme nt * ahew prince iple. 

Off-shore purchases: A new ap p tical of the basic prine iples of 
our declared national ship ping r policy is cont footy in the language at 


the foot of page 1 of the bill which makes the ¢ ‘argo pre ference app y]i- 
cable whether the cargoes are procured “within or without the United 
States.” In the early days of the mutual defense assistance program, 
practically all of the military aid cargoes were moving from the 
United States across the oceans to the recipient nations. Since 1950, 
however, the mutual defense support programs under which the 
United States Government has purchased equipment, materials, o1 
commodities from one foreign country for transfer to a second foreign 
country, have very substantially increased. There have been numer- 
ous and repeated instances where, for ex: imple, fertilizer and other 
commodities are purchased from a European country for delivery to 
the Far East on a laid-down cost basis under which American- ‘flag 
ships have been effectively frozen out because of the lower rates quoted 
by low-cost foreign competitors. 

It seems to us that since it is the declared national policy of the 
United States for privately owned ships flying the American flag to 
earry at least 50 percent of the aid cargoes exported by the United 
States, it is an anomaly to deny American-flag shipping any partici- 
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pation in United States foreign-aid cargoes which happen to move 
from one foreign country to a second foreign country. Clearly, if the 
50-50 clause is properly appleable to aid cargoes as Congress has 
established it when exported from the United starting we can see no 
logical reason why it snould not be just as applicable to American-aid 
cargoes transported from one foreign country to another. 

The fourth area to which the bill apphes is Government export 
loans. 

Kver since 1934, Public Resolution 17 has required that where loans 
are made to foster the export of agricultural or other products by our 
Government, provision shall be made that such products “shall be 
carried exclusively in vessels of the United States, unless, as to any or 
all of such products, the United States Maritime Commission, after 
investigation, shall certify * * * that vessels of the United States 
are not available in suflicient numbers, or in suflicient tonnage capacity, 
or on necessary sailing schedule, or at reasonable rates.” In the ac- 
tual administration of this long-standing provision of statute, | under- 
stand that it has been the consistent policy and practice to waive the 
requirement down to 50 percent, except in the case of foreign coun- 
tries which are engaged in activities discriminating against American- 
flag shipping. 

Senator Butler's bill accordingly provides that 
whenever the United States * * * shall advance funds or credits * * * in 
connection with the furnishing of such equipment, materials, or commodities, at 
least 50 per centum * * #* 
of the cargoes 
~ es shall be transported on privately owned United States-flag commercial 
vessels, to the extent such vessels are available at fair and reasonable rates for 
the movement in United States vessels * * *. 

The pending bill in this instance also falls within the policy of 
Publi Resolution La which requires exclusive use of United States- 
flag shipping where the cargoes are Pinte ray financed, although it 
has, as noted, been generally administered as a 50-50 clause. 

Other provisions: S. 3233 contains a prov iso clause which, as pres- 
ently worded, requires exclusive carriage of Government-aid and 
Government-financed cargoes on privately owned United States-flag 
commercial vessels unless the Secretary of Commerce after public 
hearing finds that the foreign commerce of the United States will be 
promoted by the requirement of a lesser percentage or that United 
States flag ships are not available in sufficient numbers, tonnage capac- 
ity, or at reasonable rates. 

“This provision has been the prine ipal focus of the op position ex- 
pressed by certain of the witnesses on behalf of the executive depart- 
ments. In particular, it has been urged that the requirement of pub- 
lic hearings as a condition precede nt to waiver of the 100 percent re- 
quirement would create major administrative difficulties. The com- 
mander of MSTS has urged that the provision for waiver if United 
States flag commercial vessels “are not available in sufficient num- 
bers or in sufficient tonnage capacity, or at the aforesaid reasonable 
rates * * *” does not afford the fle xibility which he considers es- 
sential from a military point of view. On the other hand, the exclusive 
carriage provision of Public Resolution 17 has been of substantial 
assistance to this Government and to the American merchant marine 
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in the elimination of discriminatory practices engaged in by certain 
foreign governments against our American-flag shipping. 

To the end of meeting these objections and at the same time retain- 
ing the valuable principles of Public Resolution 17 as it has been 
administered over the years, | suggest for the consideration of this 
committee a substitute for the first-proviso clause of the bill. This 
substitute would require, in effect, that if the Secretary of Commerce 
finds and determines that a recipient nation is discriminating against 
our ships, then the aid cargoes to that nation must move exclusively in 
U nen States commercial ships to the extent of their availability under 
the standards now established by Public Resolution 17. I make this 
egestion on behalf of the American Merchant Marine Institute. 
Chere is a final-proviso clause commencing on line 21 of page 2 of 
the bill, which reads: 

Provided further, That foreign-flag ships not registered under the flag of the 
consignor or consignee nation may participate in the carriage of such equipment, 
materials, or commodities only to the extent that such nation does not have ships 
of its own registry available in sufficient numbers or in sufficient tonnage capacity. 


su 


The purpose of this proviso clause is to limit the benefits of foreign- 
flag carriage of United States foreign-aid or Government cargoes to 
the merchant marine of the nations directly involved, whose rehabilita- 
tion isthe pl ime objective of thea | pre yor ram. 

linally, I might point out that S. 3233 contains a specific savings 
clause in respect of Public Resolution 17. Many changes in the draft- 
ine’, scope, an { content ot le oisl ation are in 1ey itably made bet ween the 
date of its 1 itroducti ion and t he date of i S passage. We therefore felt 
it wise to “flag, right on the face of ch bill, the fact that Pubhe 
Resolution 17 with its 100 percent and waiver provisiol s, should be 
retained (even though how limite d to export loan ¢: reoes ) unless or 
until 1 - comes per fectly cl ar that the pending leg slation will be en- 
acted in such form as itself to furnish the weapon against foreign dis- 
criminations which Public Resolution 17 now Prete: 

The Government position on cargo preference: I should like to touch 
brief ly on some of the objections 1 In prine iple whie Nn have been voiced 
in testi mony by represents itives of the executive de partment to cargo- 
preference legislation as such, 

1. The State Department takes the position, as I understand it, first, 
that cargo-preference legislation invites retaliation by other nations, 
and, second, that it should not in any event become permanent legis- 
lation for the reason that the aid programs are temporary in nature. 

If the retaliation which is feared by the State Department takes 
the form of 50-50 legislation in other countries applicable to aid car- 
goes given by foreign nations or to cargoes purchased or otherwise 
owned by such foreign nations we in the merchant marine do not 
share this fear. Frankly, we believe that what is fair for the Ameri- 
can merchant marine is equally fair for merchant marines of other 
countries. We see no reason why the merchant marine of a foreign 
country should not be entitled asa matter of preference to carry 50 per- 
cent of the cargoes purchased or given away by its own government. 
Retaliation to this limited extent if such it can be called, falls far 

er of the existing practice followed in almost all maritime nations, 


) far as I know, of carrying 100 percent of the cargoes purchased, 


roca or otherwise controlled by such governments in the merchant 





; 
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shipping flying their own respective flags. However, if the fear is 
that this practice will spread to all commercial cargoes shipped by 
exporters in foreign nations, then we feel that that 1s a discrimina- 
tion with which the 100 percent clause can adequately deal. 

Mr. Wessrer. You mean the 100 percent clause that AMMLI pro- 
poses be modified ¢ 

Mr. Greene. Yes, sir. 

Now, turning to the permanency of S. 3233, inasmuch as the national 
maritime policy of the United States calling for a substantial pro- 
portion of our foreign commerce to be carried in American flag-ships 
has been on the books since 1920 and, in the form of 50-50 clauses, 
has been repeatedly enacted since 1948, we think it is long since time 
that the piecemeal legislation to effectuate our unquestioned national 
policy should be made permanent substantive legislation. Thus, it 
will always be applicable to but only to, such foreign aid programs 
and such foreign procurement as our Nation may, in the future, un- 
dertake. The only argument against enacting permanent legislation 
boils down in its last analysis to the desire of some to fight case by case 
against application of our national American shipping policy. 

The Director of the Office of Transportation of the Foreign Op- 
erations Administration while supporting appropriate 50-50 legisla- 
tion in principle attacks the provisions of 8. 38233 which would apply 
the pre ‘ference cargoes to cross-trade shipments on the ground that it 
“would be administratively almost impossible to comply with” be- 
cause procurement activities will funnel through hundreds of sup- 
pliers. But procurement activities under ECA and its successor, the 
mutual security program have likewise always funneled through hun- 
dreds of American and foreign exporters. 

Statutes provide that channels of private commerce shall be used 
whenever practical. 

Practical problems arise in the administration of the various 50-50 
clauses primarily when they are treated as a ceiling, not a floor and 
the agency seeks to give foreign-flag shipping cargoes a full 50 per- 
cent participation or as close thereto as possible. 

In most cases, the cross-trade movement will involve full shipload 
quantit ies of aid cargoes. These can be just as e@% asily polie ed whether 
the movement is from a foreign port to another foreign port or from 
a United States port to a foreign port. 

Conclusion: I recognize that there may be differences of opinion 
over certain specific provisions of the pending bill. I do submit, 
however, that its fundamental principles are not only consonant with 
existing national shipping policy of the United States but are abso- 
lutely essential to the achievement of that policy in the face of the 
realities of today’s United States international trade. 

In this connection, it is vital to bear in mind that, according to the 
economic report of the President, January 28, 1954, over 31 percent 
of our total exports last year resulted from United States grants and 
credits overseas. If we were to add to the total grants and credits 
last year, offshore procurement, military movements to United States 
forces overseas, and movements covered by guarantees of converti- 
bility, it can be readily seen that perhaps as much as 50 percent of our 
exports are created through United States Government activity of 
one type or another. 
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If Government aid continues and the American merchant marine 
IS not given a fair share of these Cargoes, it would be left with the 
hmited opportunity of competing for only that part of our total 
trade comprised of purely commercial exports. Government aid 
argoes are not, in the final analysis, a windfall of trade to the pro- 


ducer and the ocean carrier. They are to a very large extent a sub- 
stitute for « argoes which would otherwise move In commercial chan- 
nels, financed by private capital. 


The American merchant marine needs this bill. It needs it now be- 
cause it will assure a reasonable and fair participation in cargoes gen- 
erated and controllable by our Government. Cargoes are the pre- 
requisite of the merchant marine of this or any other country. Our 


American merchant marine exists o1 ly to carry our cargoes in our 
foreien trade In time of peace and to our troops in ilies of war. The 
only truly “direct” support for America’s mechant marine is and 


always will continue to 5 Iie ‘argo. No dollars, no other form of Gov- 
ernment aid, can possibly be a substitute for cargo. If the taxpay- 
ers’ dollars are omeiad and American cargoes denied, ours could 
become the most highly subsidized and the most unemploved mer- 
chant fleet in the wo1 ld. 

Senator Payne. There is just one question that I wanted to 
ask you, Mr. Greene. It is matter that has raised, at least in my 
mind, a question in just one section of the bill. Without going 
through this, it is the portion that refers to “and at reasonable rates.” 

Mr. Greene. Yes,sir. 

Senator Payne. Who is going to determine what is meant by rea- 
sonable rates / 

Mr. Greene. The intention is that that would be determined under 
this bill just as it has been determined under the six or eight or ten 
50-50 clauses in the past, namely, by the agency which administers 
the particular aid program involved. 

Senator Payny Do you think it is spelled out enough so that there 

be no question as to what is meant? Tlere is what I am getting 
at; say an agency is so inclined, and after all we are trying to help 
\merican shipping. An agency is so inclined and they find that ship 
\ operating somewhere can offer a rate of shipment because of the 
tuation that they are confronted with under a foreign flag whereby 
they could be way under what our own outfit would have to charge, 
and even come out whole. Is the thing wide open so that the agency 
can say “We are sorry, but the rate oiven by the American company 
is not comparable to a reasonable rate given by this company 
over here.” 

Mr. Greene. No: it is not and it has not been under the prior clauses. 
The reasonable rate referred to on page 2, lines 9 and 10 of the bill 
ire fair and reasonable rates for the movement in United States-flag 
vessels, 

The fact can at the Greek or Se: indins 1: wor other foreign fl: ag ship 
may in the ease of a tr amp cargo where you have a complete supply 
ind demand asin movement, be able to bid 50 percent lower than 
an American ean bid, even at a break-even basis, does not give that 


agency an out. 
Senator Payne. They still have to give weight to the American 
flag vessel ? 
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Mr. Greene. Yes, sir, so long as the rates it quotes are fair and 
reasonable American fla@ rates. 

Senator Payne. Then that answers my question, but I wanted to 
make sure there was no open end so that it took one interpretation. 

Mr. Greene. We do not believe so, Senator. 

The language at the top of page 2 is lifted almost entirely from the 
mutual aid assistance clause that has been in effect since 1949, and so 
far as I know it has never had any sound or real complaint as to the 
Wat) in which first the ECA and then the mutual assistance defense 
program, and then MSA and finally FOA have administered snd 
lived up to the 50-50 clause. The problem has existed where the Con 
gress has not applied specifically a 50-50 principle under a particular 
program or to a particular cost of offshore procurement by our 
Grovernment. 

Where the statute does not require them to vive weight to the 

merican-flag shipping, it has been the consistent practice to get the 
cheapest transportation they can. Penny wise today and pound 
foolish tomorrow, 

Insofar as berth operations are concerned—and remember a tre 
mendous volume of our Government-aid cargo goes by berth lines 
almost all of whom are members of conferences or who quote rates 
equal to or slightly less than conference rates, and you have no ques 
tion at all of shipment by American-flag ships but merely a distribu 
tion of the cargoes, which are the blood stream and the life of our 
American merchant marine, as they are of any merchant marine. 

Senator Payne. That answers my question. Thank you. 

Do you have any question, Mr. Webster / 

Mr. Weestrer. You stated: 

Thus, it will always be applicable to, but only to, such foreign-aid programs 
and such foreign procurement as our nation may, in the future, undertake. 

Do you mean that this bill will be applicable only to foreign-aid 
programs? It would seem to me that you did not mean that this bill 
would be applicable only to foreign-aid programs, and perhaps I 
misunderstood. 

Mr. Greene. No, no foreign-aid program and foreign procurement 
on the part of our nation. You see, it starts on page | of the bill at 
line7: 

Whenever the United States shall procure, contract for, or otherwise obtain 
for its own account, * * * 

That is the Government proposals. 

And then under the next clause it states: 

Or shall furnish to or for the account of any foreign nation * * * 

That is foreign aid. 

Mr. Wesster. I wondered whether foreign procurement covered 
the movement of Government-purchased commodities which were 
shipped abroad and which I assumed would come under the provi- 
sions that— 
whenever the United States shall procure, contract for, or otherwise obtain for its 
ewn account, or shall furnish to or for the account of any foreign nation * * * 


it need come into this question and might not come under foreign aid 
or foreign procurement. 
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Mr. Greene. I think where you have Government sales of Govern- 
ment property to foreign nations, and I am thinking particularly 
there of the reimbursible aid provided for in the Mutual Assistance 
Program, that the procurement facilities and the credit of the United 
States are made available for foreign nations so that they can get 
goods or products which they could not otherwise provide for them- 
selves, The 50-50 clause, to the best of my knowledge, has applied 
on the reimbursible aid under the Mutual Defense Assistance Act. 

Mr. Werster. The only other question I have relates to Colonel 
Syran’s conclusion that the convertibility provisions of this bill 
S. 3233 was ambiguous. Would you care to comment on that, sir? 

Mr. GREENE. Such ambiguity as may exist—and I do not believe 
it does—can easily be cured in the legislative history of the bill. The 
statute as written is applicable only where the Government guaran- 
tees the convertibility of foreign currencies in connection with the 
furnishing of such equipment, materials, or commodities. 

It was not intended to cover the situation where our Government 
guarantees the ultimate convertibility of the principal and interest or 
dividends on a foreign investment as such. 

For example, in a release by the FOA, dated May 12, they publicize 
the situation in which the Universal Oil Products Co. made an in- 
vestment of $750,000 in cash jointly with a British firm in a business 
to be carried on in the United Kingdom and where, under the provi- 
sions of the Mutual Security Act the Government guaranteed con- 
vertibility as applied to the ultimate payback of the fruits of that 
investment. 

Now, if as an indirect consequence or perhaps a direct consequence 
of investment abroad, there may be at later dates some purchases of 
American materials with the free dollars made available by the Amer- 
ican investor and it would not come within it. It was designed 
specifically to take care of the case of American products, where they 
are sold for local currency against the guaranty of the Government 
to pay off the seller in dollars and take “the local currencies into the 
treasury. 

Senator Payne. Is there anything further? 

Mr. Wesster. No. 

Senator Payne. I believe that is all, and thank you, Mr. Greene. 

Mr. Greene. Thank you very much, Senator, and I thank the com- 
mittee for this opportunity to appear. 

Senator Payne. I understand that Mr. Hoyt Haddock, executive 
secretary of the conference of Maritime Unions is not prepared right 
at this point to present himself as a witness. Undoubtedly a time will 
be set for a further hearing at which time he will be given a full 
opportunity to be heard. 

The next witness is Mr. Donald Ward of the United States Chamber 
of Commerce. 


STATEMENT OF DONALD G. WARD, TRANSPORTATION AND 
COMMUNICATION COMMITTEE, UNITED STATES CHAMBER OF 
COMMERCE 


Mr. Warp. My name is Donald G. Ward. I am director of trans- 
portation for the Mathieson Chemical Corp., Baltimore, Md., which 
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is a manufacturer, processor, and shipper with 28 United States plants 
and 17 foreign plants and licensees. 

I might say first of all that my presentation will be very brief. 

I do not think I will take more than about 10 minutes of your time. 
If my presentation was any longer I would brief it for you. 

I appear on behalf of the Chamber of Commerce of the United 
States, as a member of its transportation and communication com- 
mittee, in support of the objective of S. 3233, which is to assure that 
at least 50 percent of United States Government financed cargo is 
carried in American vessels. 

The national chamber of commerce has consistently supported the 
belief that a well-balanced merchant marine, under private owner- 
ship and operation with Government regulation and support, is re- 
quired in the interest both of national security and of our foreign 
commerce. 

It believes that our American-flag merchant marine must be kept 
healthy in order to assure an adequate reserve for national security 
and a constant flow of goods to and from foreign markets. Our efforts 
to accomplish this objective must be strengthened in these times be- 
cause of increased competition from shipping owned or subsidized or 
otherwise aided by foreign governments—and operated under lower 
standards of living. 

With respect to the objective of S. 5233, the chamber’s member- 
ship has adopted the following policy declar ation : 

To carry out the obvious intent of Congress that the American merchant 
marine shall properly participate in shipments under foreign-aid programs, 
present legislation should be so administered that United States-flag vessels 
shall transport, regionally or by areas, not less than 50 percent of dry-cargo 
tonnage purchased with United States Government funds, or procured under 
Government credits, for the benefit of foreign nations, unless the Maritime 
Administration certifies that United States-flag vessels are not available upon 
reasonable notice. 

Specifically, therefore, the chamber supports S. 3233, but without 
the provisos. It does not have a policy position to support that part 
of the bill beginning on a page 2, line 13. 

The first part of S. 3233, which we support, is a reaffirmation of a 
long-standing congressional policy. Considering the changing nature 
of our foreign-aid programs, such legislation is needed in the interest 
of continuity of policy and efficient planning—on the part of both 
Government and the shipping iesdtiabiy: It is a blanket, rather than 
a piecemeal, approach to an important and already established 
principle. 

Experience has shown that. where a single statement of this policy 
in the original ECA Act was all that was originally necessary, subse- 
quent developments in our foreign-assistance programs have made it 
necessary to repeat it in several different pieces of legislation. An 
outstanding example is the Pakistan wheat. bill. Granting that the 
necessity for a general legislative directive could not have been fore- 
seen, the continuance of this kind of piecemeal consideration of the 
application of this principle to each separate program would seem to 
me to be unnecessary. 

[ should like to interrupt my testimony on behalf of the chamber for 
a moment to give you my own experience in Mathieson with this prob- 
lem. We find that, in worldwide procurement, Government agencies 
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observe the 50—50 provision in eXIsting laws for purchases in the 
United States but don’t require it for shipments from foreign coun- 
tries. The net result is a freight differential in favor of foreign bid 
ders and, therefore, in many instances, United States proc lucers lose 
the business even when the Vy equi il fore ign p yroducers in price. 

Likewise, the United States maritime industry does not. obtain the 
eargoes. Therefore, the 50-50 provision of the United States law is 
applied in such a way as to react against both American producers 
and American transportation in a way contrary to the intent of 
Congress. 

\ part cular commodi ty which has been drast tically alfected by this 
is the fertilizer industry in relation to United States purchases of 
ettlinens for foreign-aid programs. United States-produced ferti- 
lizers have supplhed less than 14 percent of the total United States 
purchases for foreign-aid programs in the vears 1951-1953. Further, 
the percentage of purchases si - P lied by U nited States produced ferti- 
lizers has dropped from over 51 percent in 1951 to less than 8 percent 
in, 1953. 

Not only should this be remedied by ap propriate provisions in the 
law but also Government procurement agencies should evaluate world- 


wide bids on an f. 0. b. basis or f. a. s. basis and thereafter provide for 
shipping in co ifureniiy with the 50-50 provision rather than evaluate 
bids on a landed-cost basis. The bill I am supporting provides legis 


lative correction of the situation, but I want to make it clear that 
administrative correction also should take place immediately. 

There is one question which this committee well might consider, 
and that is, whether or not this bill passes, they might well ask the 
Government procurement agencies to furnish the committee with suffi- 
cient information to enable them to determine whether the intent of 
Congress is being followed by the procurement agencies. 

Without a specific 50-50 provision in each previous foreign-aid bill, 
I am convinced that American-flag@ vessels would not have been able 
to participate in the carriage of our foreign-aid cargoes to the extent 
called for in our national maritime policy. In fact, they still would 
not so participate without legislation of the type you are now consid- 
ering since existing provisions of law do not apply to most offshore 
procurment programs financed with United States Government 
funds. 

The bill tightens up administrative loopholes in the existing provi- 
sions of law by making the 50-50 principle apply to offshore military 
procurement and offshore procurement for stockpiling in this 
country. 

Surely no one should reasonably contend that material we are pur- 
ch: asing’ with our oWnh money shoul l not be tre insported on Americ: an- 
flag vessels. The ‘waar that would require that at least 50 percent 
of such pure ‘hases be so tr sported is only fair and reasonable. 


In the face of congressional policy so frequently expressed in suc- 
cessive legislative acts it is difficult for me to understand why the 
50-50 principle has not been applied to all Government purchases 
abroad. 

The explanation apparently is that without further and more spe- 
cific congressional direction Government procurement officers are in- 
clined to give preference to low-cost foreign transportation at the 
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moment. I think insufficient consideration is given to the possibility 
that in relation to our national maritime policy it may be far more 
expensive in the long run. om 

The obvious congressional intent of the 50-50 provisions in exist 
ing laws was to assure a fair share of Government freight movements 
for American flag vessels in orde rto assure a healthy active Ame rl 

‘an-flag merchant marine. Any additional cost that might thereby 
be incurred can readily be justifie “ by ees increased activ ity and pros 
perity of the American-flag merchant fleet. That, in the long run, 
will justify and counterbalance any te aan arily increased expendi 
tures for transportation that might result. 

In this same connection, a proposal has been made to substitute 
for the 50-50 provision some undisclosed form of direct aid. My 
answer to this is that subsidy can never be substituted for actual 
freight as the basis for maintenance of an active merchant fleet. 

In summary, the national chamber believes, and I personally be- 
lieve, that the 50-50 principle is necessary and that an overall pro- 
vision isthe best way of making it effective. 

Senator Payne. Thank you very much, Mr. Ward. 

Do you have any questions, Mr. Webster ? 

Mr. Wersrer. I had one question concerning the testimony which 
you gave in behalf of Mathieson. You stated that on certain ocea- 
sions the cost of American fertilizer has been equal to that of the 
foreign fertilizer, and yet the fertilizer produced in America has 
not been sold because of the transportation cost differential being in 
favor greatly of foreign-flag vessels and then you gave us some figures 
on percentages on offshore procurement of fertilizer. 

I am wondering whether in your information or whether it might 
not come from the agencies concerned, we might have an indication 
Me how much of that fertilizer procured abroad had at least as high 

higher costs then the competitive American fe eae It seems 
oa me by way of personal comment that your case in behalf of the 
American produc ers of fertilizer is much better wins ‘re you can estab- 
lish that no sale took place even though the price asked for the 
fertilizer was equal to or less than the foreign competitive fertilizer, 
and I gather, sort of answering my own question, that you do not 
have all that information but the agencies would. 

Mr. Warp. Mr. Webster, may I put it to you this way: for the past 
4 years I have been extremely interested in and active in ‘bidding on a 
great amount of fertilizer requests made by the various procurement 
agencies for deliveries of fertilizer to Formosa, Pakistan, Korea and 
on indirect aid to the Philippines. 

Where the bid was placed with American producers the tonnage was 
generally split 50 percent American flag lines and it might or might 
not have gone 50 percent to the foreign flag lines. 

The f. 0. b. origin price of fe rtilizer at United States ports as well as 
foreign ports, such as Belgium, have been generally the same. I say 
generally because it is not always simple to know exactly what is being 
bid by different people even in connection with this country, much less 
in foreign countries. However, I have personally spent a great deal 
of my time in working on the charter markets worldwide to endeaver 
to bring the charter rates on American-flag ships down to equal the 
charter rates that existed from Belgium. 
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One particular item comes to my mind, a bid of 40,000 net tons of 
sulfate of ammonia for Korea. After some 3 weeks of cabling overseas 
and working with all American-flag lines I finally man aged to get a 
charter rate from Baltimore, Md., to Korea of $i2 a ton. 

That rate started in the neighborhood of $18 a ton, and finally came 
down toa firm quote of $12. 

I then heard that the rates from Belgium were going through at 
about $10 a ton. I talked to the American shipping industry, and we 
finally came down to about $11.22 a ton. The charters were finally 
signed ath the ships at a rate of $8 per ton for lifting fertilizer from 
Belgium. It took them 6 months to get the ships at some rate near it. 
The first one was at $8, the second one was at $9, and the third one 
was at $9.75, but at no time was I successful in getting an American 
ship at anything under $11 from an American port. 

In that particular instance the price, as my sales director told me, 
the price for the American product and the foreign product were iden- 
tical and the tonnage went to foreign-flag ships and the business went 
to foreign producers on a basis of the origin price, plus freight, which 
made the delivered price. 

I know, as well as my memory serves me, of 8 to 10 such instances 
in the last 4 years that I was personally involved in. That is a very 
small piece of what goes on in our national procurement policy in 
overseas shipping. 

Mr. htoag tg Do you think it would help our record and the con- 
sideration by this subcommittee if we had from the agencies con- 
cerned—and I assume that this would be FOA or GSA. 

fr. Warp. FOA is the primary party, but the Defense Department 
pores ularly for Korea has been procuring virtually all cargo for 
Korea, especially fertilizer. 

Mr. Wessrer. Hasthe GSA been involved ? 

Mr. Warp. Yes, but just where I do not recall. 

Mr. Wensrer. If we were to get from them indications of where the 
fertilizer shipments, where the differential had been particularly in 
the transportation costs it would be relevant, do you not think, to our 
mquiry 4 

Mr. Warp. I agree with you heartily. It would be highly relevant. 
It will be extremely important if you ask the agencies for records on 

such procurement, that they furnish you not only the origin price but 
also the freight and the laid down price because there are some very 
serious technical aspects in comparing this price structure and this 
shipping cost. There are such things as two-port delivery on your 
transportation rates and demurrage rates and things of that nature 
which make it difficult to make sure that you pick the proper cost in 
comparison of American producers and foreign producers on fertilizer. 

Senator Payne. On these foreign plants operated by Mathieson, do 
you utilize from them foreign-flag ships in the transporting of the 
products ? 

Mr. Warp. I am glad you asked that. I testified before this com- 
mitte or before the Senate Interstate and Foreign Commerce Commit- 
tee and I believe Senator Potter was chairman of the subcommittee at 
that time, that it was the definite policy of the Mathiesen Chemical 
Corp. to use American-flag lines whenever service was available at 
berth-line rates. 
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I also testified at that time that it was a practical impossibility in 
connection with tramp ships and tramp cargoes to get American-flag 
lines that will quote a rate competitive with the foreign tramps. 

For that reason, if we at all times held to the policy of the use of 
American-flag lines we would automatically take our company out of 
the foreign export business on this tramp charter movement, so while 
our policy is to use them we are not always successful to do so, but 
we do our best. 

I believe I testified at that time that about 90 percent of our ship- 
ments did move via American-flag ships as a definite policy. 

Senator Payne. Are there any further questions ? 

Mr. Wessrer. No, Mr. Chairman. 

Senator Payne. Thank you very much, Mr. Ward. 

We will now hear from Mr. Andrew A. Pettis, vice president and 
Washington representative of the Industrial Union of Marine and 
Shipbuilding Workers of America, CIO. 


STATEMENT OF ANDREW A. PETTIS, VICE PRESIDENT AND WASH- 
INGTON REPRESENTATIVE, INDUSTRIAL UNION OF MARINE 
AND SHIPBUILDING WORKERS OF AMERICA, CIO 


Mr. Perris. Mr. Chairman, we feel that because of the number of 
bills that have come before this committee, and that are coming up, 
that it might be well at this time for us to present this preparation 
that we have. It is not what you might say a prepared statement. 
It is a study that we are presenting to this subcommittee, hoping that 
in their files that because of the fact that they can refer to it that it 
will be helpful to the subcommittee. 

Senator Payne. Well, then, you proceed in your own way, and 
whatever you want to include in the record at this point, if there is 
anything that you are not going to touch on, you feel free to notify 
us and we will see that it goes in. 

Mr. Perris. I have with me here this afternoon Mrs. Rosalind 
Schulman, research director of the union and the guiding hand be- 
hind this study. 

Our union comprises workers in the shipbuilding construction in- 
dustry, ship repair, and allied marine industries. 

Very briefly, Senator, I would like to refer to this comprehensive 
study so that we may get into the record some of the features of it. 
This has taken well over a year and was intended to be submitted to 
a subcommittee of this type for the purpose of showing what has been 
developing in the United States merchant marine over a long period 
of years. 

We are aware of the various hills and valleys that occur and we 
show that this condition that now exists in the United States merchant 
marine was inevitable. We had not expected it to be as dangerous as 
it is at the present time. 

This document consists of an introduction, some comments on a 
bill that is before this committee, not heard as yet, and that is S. 3162, 
restoration of the revolving fund of the Maritime Administration. 

We have put a lot of time in on this over a long period of time. 

It is our opinion that this would have helped the Maritime Admin- 
istration at this time had it been in effect. We pointed out that the 
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an of this committee in the Ist session of the 835d Congress 
worked very hard to obtain appropriations for the reconversion of 
three of the C-4 cargo ships for the American-Hawatian Line. 

Iie pointed out at that time that there would probably be the danger 
of these ships going to Japan, and that is exactly what hap ypened, 
(merical 1) pyard workers would be working on them today if we 
had received those appropriations. 

We would also like to point out that at this time had we received 
appropriations under the Merchant Marine Act of 1936 for the Moore 
MeCormack Line and the Grace Line, many of our shipyard workers 


would be working today instead of walking the streets. 

Phere a section here in the abolition of offshore procurement. 
‘| fis again Is something that has deprived our shipyard workers of 
Work 

I might say that with the help of many segments of the industry 
mia with the help of some other people In Coneress including Senator 
Butler and the subcommittee we have been able to cut down some of 
this offshore procurement and, in fiseal 1954, have been able to get 
S27,500,000 of this for American shipyards. 

Mr. Wernsrer. May I interrupt to say at this point that no later 
than this Wot ning Wwe received a eall from Senatol Saltonstall’s office: 


and Senator Payne who is presiding today had discussed with the 
staff last week the necessity for getting wor k into the American ship 
yards. Senator Saltonstall's office was concerned this morning specif 

ically about the necessity for getting all of the presently contem 
shore procurement of vessels into American yards. It is my 

understanding that around $32 million or $35 million worth of con 

struction that 1s presently contemplated for offshore yards i IS involved. 
Is that correct as to the amount / 

Mr. Perris. That is correct. 

Mr. Wessrer. I thought it might be well that your testimony re 
flect that recent development. 

The only other thing whic h your statement had brought to my mind 
is this, if I might interject, that the Murray report is in complete 
sympathy with your approach on the revolving-fund re 

Whether the General Accounting Office would be for it, I don’t 
know, but I am sure that you are in good company with certain seg- 
ments of the administration in stating what you hope will come to pass 
concerning the revolving fund. 

Mr. Perris. I am sure that when you reat | over this section on that 
revolving fund you will os some points that are covered here that 
Mr. Murray did not cover or the Commerce Department or the Mari 
time Department did not cover. 

Mr. Wersrer. They did in an appendix specifically cover the situa- 
tion on Japanese shipy: ards getting the work on the C-4’s, which you 
cic | mention. 

Mr. Perris. That is very true, yes. 

We have also on exhibit A a technical memorandum concerning the 
cost of construction differential study. 

Exhibit B is a historical summary of the United States governmen- 
tal assistance to the merchant marine. This summary encompasses the 
period prerevolution colonial days to the present, and also has an ex- 
tensive breakdown and interpretation of the 1936 Merchant Marine 
Act with subsequent amendments. 


plated ott 
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Exhibit C is a ee to the Commission on foreign economic 
policy submitted by this union which contains an introduction, the 
merchant fleet of the United States—our foreign allies are undercut 
ting the United States in the world market. American cargo prefer 
ence; overseas procurement under the Foreign Operations Adminis- 
tration; inadequacy of our present national defense fleet. 

It also has exhibits. 

The Nation that invented the steamship must now use it. 

Then there is a summary of the principal aids given by the large 
foreign maritime countries to their national shipping interests. 

We also have newspaper clippings concerning fleeets of the mari- 
time nations. 

Then there is material on vessels constructed in foreign shipyards 
for United States companies and registered under foreign flags. 

Then there is a report on American shipyards and foreign ship- 
yards, 

Seagomng vessels under construction and on contract in foreign 
vards. 

American interests building 5,275,034 tons of shipping in foreign 
yards. 

Report on Russian yards in West Kuropean yards. 

Industrial Union of Marine and Shipbuilding Workers of America 
correspondence with Government agencies on offshore procurement 
program, 

Testimony of Rear Adm. R. E. Wilson, USN, before the Special 
Senate Subcommittee on Maritime Studies. 

The last exhibit has taken considerable time, Senator, and I am 
sure that it will be of valuable help to you in evaluating some of the 
bills that will come before you, and it is in regard to shipbuilding 
and ship repair industry in the United States from 1914 to 1952, 
inclusive, in dollar volume and gross tonnage. 

Senator Payne. I would like right here to express appreciation of 
the union for making available to us in sufficient quantities so that 
it can be on file here the very complete and very detailed analysis that 
has been givan on this subject on the several points, because it is very 
helpful and it is a constructive approach to these problems we are 
trying to get aut 

Mr. Perris. It is our bread and butter, Senator, and so we always 
make an exhaustive study of the situation. 

T am not going into a great deal of testimony on the present bill 
because of the time that is now involved. But I am just going to 
touch what we think are some of the important parts. 

T might say at the outset - something is not done immediately the 
shipyards will close. By mid Jt uly Sparrows Point vard will be ready 
to close. Most of the small wards 1 in ¢ ‘amde an, N. a are ¢ ‘lose d. On ; 
repair workers are lucky if they are getting 2 days a week. 

IT bring this in at this time in regard to the 50-50 bill on S. 3233 
because it is important to the shipyard workers that the merchant 
fleet be working because when they are in operation the people in our 
shipyards are working too. 

By 1955 there will not be a single merchant ship left on the ways. 
By F ie ary 1955 there will be no merchant shipbuilding. All vards 
which do not have Navy contracts will be shut down. We will be 
lucky to have 10,000 people working in the shipbuilding industry. 
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On May 4, Robert V. Murray, Jr., Under Secretary of Coaeuntae 
for Tr: dn ition, appeared be eet the Senate committee to give a 
report concerning the merchant marine requirements of the U Salted 
States. We have not been able to obtain copies of this report in 
time to analyze it, but we do agree with most of the conclusions and 
recommendations Which have been printed in the Congressional Rec- 
ord by Senator Butler. 

We desire to support S. 3233, a bill to amend the Merchant Marine 
Act of 1936, providing permanent legislation for the transportation 
of waterborne cargoes of the United States flag vessels, better known 
as the 50-50 bill. 

American < argo preference : 
Cargo preference for American Government cargo has been the 


basis of most legislation desired to protect the American merchant 
marine. The congressional mandate in the preamble of the 1936 
Merchant Marine Act is that our merchant marine should be sufficient 


to carry a substantial portion of the waterborne export and import 
foreign commerce of the United States. Con 1oress has most often in- 
dicated that a substantial portion of our foreign trade is 50 percent 
of our foreign trade. This 50 percent provision was included in the 
le » ooperi ition Act of 1948, ECA amendments, 1949 (Public 
L: 41, Bist Cong.), Korean Aid Act (Publie Law 447, 8ist Cong.) 
Y1 ugoslav Emergency Relief Assistance Act of 1950 (Public Law 897, 
Sist Cong.). India Emergency Food Aid Act of 1951 (Public Law 
18, 82d Cong.), Mutual orm Assistance Act (Public Law 329, 


Sist Cong.), Mutual Security Act of 1951 (Public Law 165, 82d 


Cong.), and the Pakistan v hea at bill (Publie Law 77. 83d Cong.). 

In Publie Resolution 4 he 73d Congress stated that all ecargvoes, 
financed by the Reconstruction Finance Corporation or by any other 

strumentality of the Goverment, should be carried in American 
bottoms when available and charging reasonable rates. Instead of 
requiring American ships to carry all the cargoes financed by the 
Export Import Bank and other Government instrumentalities, Gov- 
ernment agencies have provided that American bottoms carry 50 per- 
cent of these cargoes. We are in agreement with this interpretation 
hecause it fits into the implied definition of the “substantial portion” 
of our foreign export and import trade to be carried in our ships in 
order to realize an adequs ite United States merchant fleet. 

W es ‘re restrictions are presently operating against the American- 
flag fleet in most foreign nations, including those whose fleets have 
been restored with American money (such as Empire cargo prefer- 
ence, delayed turnaround time), it is impossible to operate the Amer- 
ican merchant marine without cargo preference for Government-paid 
cargo. 

Like all maritime nations, the United States has a policy of main- 
taining a merchant fleet on the high seas. Although part of this 
polic: vy may be called discriminatory toward foreign merchant ma- 
rines, foreign nations discriminate against our fleet even to a greater 
decree. 

The most important method used by our Government is to pro- 
vide construction and operating aid to the maritime industry. These 
subsidies do not guarantee profits to American ship operators. They 
merely attempt to place our ship construction and operating costs 
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on a parity basis with the foreign lower standard-of-living coun- 
tries. In fact, the maritime aid program is the only one which pro- 
vides for the return of subsidy payments to the Government. if 
business realizes sufficient profit. 

A supplement to the merchant marine subsidy program is the con- 
gressional mandate which requires that at least 50 percent of certain 
Government-financed cargoes must be carried in United States flag 
me rchant ships. The dO percent provision has been accepted & Ss an 
interpretation of congressional intent in the wording of the Merchant 
Marine Act of 1936 which states that United States merchant ships 
should carry a substantial portion of our foreign-trade cargoes. 
This interpretation has been contained in all post World War II 
foreign economic and milits ry- aid programs esti ablished by Congress. 

The cargo-preference theory is realistic and should be maintained. 
It is one practical way of preventing wasteful overtonnaging and its 
harmful effects on the economies of all maritime nations. Moreover, 
the 50-50 provision is the only real gage for expanding and contract 
ing our merchant fleet in times of national emergencies. As the 
national emergency increases, our foreign economic and military-aid 
programs expand. In turn our merchant marine is expanded to the 
degree of carrying 50 percent of these aid cargoes. Then at the out- 
break of all-out war we at least have a cadre of ships and men which 
can be further expanded to meet our needs. 

If the American merchant marine did not have cargo preference 
upon which to depend, there would probably not be any American 
merchant marine. 

Senator Payne. Are there any questions ? 

Mr. Werster. No. 

Senator Payne. Thank you very much, Mr. Pettis. 

Mr. Perris. We wish to thank you for the opportunity of present- 
ing our ease. 

Senator Payne. That concludes the witnesses who were scheduled 
to appear today. 

In order that Mr. Hoyt Haddock may have an opportunity to be 
heard if he so desires, we will close the he: arings for tod: ay but leave 
the record open for the inclusion of any material that may be sub- 
mitted and also to await the determination of the chairman of the 
committee as to establishing a date of hearing later for the purpose 
of hearing Mr. Haddock. 

With that, the hearing today is closed. 

(Whereupon, at 4:46 p. m., the subcommittee adjourned.) 
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MONDAY, MAY 24, 1954 


Unrrep SraTes SENATE, SUBCOMMITTEE No. 4 OF 
Water TRANSPORTATION OF THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE, 
Washington. D. i 

The subcommittee met at 2:35 p. m., pursuant to call, in room G-16 
of the Capitol, Senator Frederick G. Payne presiding. 

Present: Senator Pay ne. 

Also present: Bertram O. Wissman, chief clerk: Donald D. Web 
ster, subcommittee counsel: and A. J. Bourbon, subcommittee staff 
member. 

Senator PAYNE. The committee will be in order. 

This is a continuation of a hearing on S. 3233, and I note that we 
have Mr. Hovt Haddock here today fo appear as a withess. 

Mr. Haddock, do you W ish to read your entire presentation Ol 

Mr. Happock. Mr. Chairman, I wish to do exactly what you wish 
metodo. Now what is vour pleasure / 

Senator Payne. Let me say it is entirely up to you. If you would 
like to read that, we would be very happy to have vou do that, or you 
can include it in its entirety to be made a part of the record, and cover 
any portions of it you want. Any way you want to proceed is all right 
with us. 

Mir. Happock. Well, I am only interested that the record reflect the 
position of the labor organizations on this question and that the 
Senators who have to deal with it are going to understand that. 

Now, within that frame, I will be perfectly willing to go through 
the whole thing. It is, of course, a summary of our views. 

Senator Payne. Yes. 

Mr. Happocr. And if you are interested in those views, I think per- 
haps now is the best time to give them to vou because you won't be able 
to read them later. 

Senator Payne. Why don’t you go right ahead. 


STATEMENT OF HOYT S. HADDOCK, REPRESENTING THE 
CONFERENCE OF AMERICAN MARITIME UNIONS 


Mr. Happock. My name is Hoyt S. Haddock. I am appearing on 
behalf of the Conference of American Maritime Unions which is com- 
posed of the non-Communist maritime unions afliliated with the 
American Federation of Labor and the Congress of Industrial Organi 
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The total membership of these unions is approximately 


onference ot (merican Maritime Un Ons is strongly in favor 
33. This bill would amend the Merchant Marine Act of 1936 
to provide permanent legislation requiring American bottoms to carry 
at least 50 percent of foreign-aid cargoes, cargoes financed by our 
Government and cargoes for which our Government ovuarantees the 





convertibility of forelon currencies, 

The bill pro\ ides that such cargoes be carried in American-flag com- 
mercial ships by geographic areas to the extent that such s ships are 
available at fair and reasonable rates. It provides that such cargoes 
shall be transported exclusively on private ly owned American ne 
commercial hips unless the Secretary of Commerce, after public hear 
ne, finds and certifies to the proper Government ag gency that pr ivate 
United States American-flag merchant ships are not av: tilable in sufli- 
cient numbers or in sufficient tonnage capacity or at fair and reason- 
able rates, or that the foreion commerce of the United States will be 
promoted Dy havine foreign-flag ships transport such cargoes. 

The bill also provides that foreign-flag ships shall not carry such 
cargo unless they fiv the flag of the consignor or consignee nation or 
that the consi@ 
registry available in sufficient numbers or in sufficient tonnage 
capacity. 

No American would question the fact that we must have an adequate 
merchant marine in time of war. However, some persons believe that 

adequate merchant fleet is needed only in times of war. 
"Work 1 history has conclusively proved that we must have an ade- 
quate fleet in peacetime if we are to have one in time of war. 

An adequate peacetime fleet is needed not only as a nucleus fleet to 
carry war supplies in times of national emergency, but also to develop 
our foreign markets in peacetime and to prevent foreign shipowners 
from charging us exorbitant rates during a war period in which we are 
not participants. 

The crities of these facts state that the United States can depend 
upon foreign merchant marines in time of war. In the past this 
fallacious theory had resulted in the bitter experience of our Nation 
engaging in a race against time. In the past we had been fortunate 
enough to win in those races. However, it would be foolhardy to 
continue to gamble with our future 

Prior to World War I the attitude of the so-called maritime experts 
Was that our Nation could depend upon our allies for merchant ship- 


nor or consignee hation does hot hi ive ships of its own 


ping in time of war. 

We recall that in World War I we and our allies were nearly de- 
feated because the United States did not have an adequate merchant 
marine. Even before we entered the war we learned of the high cost 
of depending on foreign ships to carry our commercial cargoes, that 
~ when we could get foreign ships to carry them. 

Prior to World War ] the U nited § States permitted the merchant 
marine to wither away until our ships were carrying only 9 percent 
of our export and import trade. At the outbreak of war Wwe were in 
the dangerous position of a neutral nation without sl hips. The foreign 
maritime nations withheld their ships and our nation’s foreign tri ade 
was left high and dry on our do ‘ks 


WW 
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In August 1913, the United States had exported 257.172 bales of 
cotton. One year later, in August 1914, we exported only 21,219 bales. 
The price of cotton fell from $62.50 a bale in July 1914 to $36.25 in 
December 1914 because it could hot “i delivered. All eargoes piled 
up on the docks and the American producers and distributors of our 
export commodities faced ruin. 

Our allies and neutral shipowners, who did send their ships to our 
shores, charged our ship pers unbelievably gouging rates. Ship nn o 
rates increased up to 700 percent even before our Nation engaged i 
the munitions trade. After the war became a full scale one, ship iii 
rate increases of 2,000 percent were common, The average rate on 
general cargo increased 1,117 percent. 

Before World War I ships were chartered for a dollar a ton. Two 
short months after the outbreak of the war the charter rate was $13.88 
a ton to areas outside of the war zone and $20 to $21 in war zones. 

These high shipping profits caused the demand for ships to soar. 
The sales price of ships rose to S300 a ton from the prewar price of 
$60 aton. In fact, shipping profits were so high that many ships were 
completely paid for from the profits of one voyage. 

Today many apologists for operating American ships under foreign 
flag claim that such ships are available to the United States. This is 
nothing less than misrepresentation of facts. 

Prior to World War I the great bulk of American-owned ships 
had been registered under foreign flag. When the war broke out most 
of these ships were not made available to the United States. 

Congress, under the euidance of the Wilson administration, hastened 
to enact legislation to alleviate this critical problem. In August 1914 
a law was enacted which permitted Americans to register their 
foreign-flag ships under the American flag. 

Congress also enacted a law which provided insurance coverage for 
these ships. 

These emergency acts had a strong effect in increasing the tonnage 
available to the United States. 

Despite this historical fact, the enemies of the American merchant 
marine still advocate foreign flags for American-owned ships. 

By July 1, 1915, 523,000 tons of shipping had been transferred to 
the American flag. By 1917 this total was increased to 650,000 tons 

By the end of World War I the United States possessed 2547 
merchant ships aggrega ting a total of 14,705.281 dead-weight tons. 
The direct acquisi tion costs of these ships was $3,042 million. 

Of these ships 2.516 were constructed by the renee at war- 
time costs of $2,951,807,000. The balance of 23 ships were acquired 
by purchases, seizure of enemy property and Gasenic from other 
Government departments at a net cost of 8$126,194. 

President Wilson was greatly disturbed by the mistake our Nation 
had made in not maintaining a peacetime fleet adequate to service 
our foreign trade during the war. In his third annual message to 
Congress given in May 1915, he declared: 

It is high time we repaired our mistake and resumed our commercial inde- 
pendence on the seas. For it is a question of independence. If other nations 
go to war or seek to hamper each other’s commerce, our merchants, it seems, 
are at their mercy, to do with as they please. We must use their ships, and 
use them as they determine. We have not ships enough of our own. We cannot 
handle our own commerce on the seas. Our independence is provincial and is 
only on land and within our own borders. 
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After World War I the 66th Congress made a full study of the 
role of the American merchant marine in peace and war. After 
studying the near disaster our Nation experienced because of the 
philosophy of depending upon foreign flag ships instead of main- 
taining our own merchant marine, they passed the Merchant Marine 
Act of 1920. The conclusion they reached is evident in the strong 
language contained in the preamble of this law which is as follows : 

That it is necessary for the national defense and for the proper growth of its 
foreign and domestic commerce that the United States shall have a merchant 
marine of the best equipped and most suitable types of vessels sufficient to 
carry the greater portion of its commerce and serve as a naval or military 
auxiliary in time of war or national emergency, ultimately to be owned and 
operated privately by citizens of the United States and it is hereby declared 


to be the poli of the United States to do whatever nay be necessary to 
develop and encourage the maintenance of such a merchant marine, and inso 
nay not be inconsistent h tl press provisions of this act, the 


United States Shipping Board, shall, in the disposition of vessels and shipping 
property as hereinafter provided, in the making of rules and regulations, and 
in the administration of the shipping laws keep always in view this purpose 
and object as the primary end to be obtained. 


In 1936 Congress reaffirmed its mandate that our Nation should 


develop and maintain a United States merchant marine adequate to 

sery e our Toreign and domestic commerce and be available in na 
tional emergency. The preamble of this act is as follows: 

It necessa for the national defense and development of its foreign and 

d estic commerce th: e United States shall have a merchant marine (a) suf 

, I ts dome ¢ waterborne and a substantial portion of the water 

nd import foreign merce f the United States and to prov cle 

Vice na routes esse! for maintaining the flow of such do 

! Z vaterborne commerce at all times b) capable of serving as 

! li and i ary auxiliary inf e of war or national emergency, (¢) owned 

rie the United States flag by citizens of the United States in 

ticable, and (d) composed of the best equipped, safest, and 

of vessels, « t ted in the United States and manned 

ficient ¢i ! er ini It is hereby declared to be the 

] of the Unit at to foster the development and encourage the main 


eof suel Ihe 


Prior to World War IT we still heard the argument that our allies 
had merehant fleets that were large enough to service the free world. 
On September 1, 1939, the United States merchant fleet had 1,379 sea 
going ships of 1,000 gross tons and over. The United States Mari 
time Commission in November of 1937, had said that 1,200 ships would 
be adequate for our country in time of war. Yet. after the outbreak 
of World War II, experience shows us that we needed many more 
Ips than the number estimated by the Commission. In fact, the 
fleets of our allies were not a\ vllable for our use and we had to con- 
struet over 5,000 ships to meet the shipping needs of our Nation and 
our alhes. Again the experts were proved to be wrong, by 6,234 ships. 
All theaters of World War IT operations were overseas. Accord- 
ingly, our Nation was dependent upon ocean transportation in making 
its strength effective against the enemy. 
The Axis Powers were well aware of that fact. Thev did all they 
could to destroy our merchant marine. 
When Europe went to war in September 1939, the world ocean 
fvoine merchant shipping totaled 80 million deadweight tons, 
Britain and France controlled approximately 27 million tons. Also, 
the great portion of neutral shipping was available to the Allies. 
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At the outbreak of the war the German blockade became effective 
mmediately. During the 27 months prior to the entry of the United 
States into the war about 16 million deadweight tons were sunk by the 
AXIs. 

During the same period the combined output of the shipyards of the 
United Kingdom and the United States, which were almost the sole 
source of new merchant shipping for the allies, was only 5 million 
deadweight tons. 

On December 1, 1941, the ocean passenger, dry cargo, and tanker 
vessels under the American flag aggregated about 11,600,000 dead- 
weight tons. German submarines appeared in the western Atlantic, 
the Gulf of Mexico, and the Caribbean, and ships moving coastwise 
were sunk within sight of our shores. American ships totaling 
5,609,000 deadweight tons were lost during 1942, the year of heaviest 
casualties. Approximately 6,764,000 deadweight-tons of American 
ships were sunk during the course of the entire war. 

‘or the entire w ar period the losses of ships controlled or available 
to the allies aggregated over 36 million deadweight tons. Of these 

733 were American merchant ships of over 1,000 gross tons and 
hundreds of smaller ships. Thus, the American loss was more than 
half the tonnage of our prewar merchant marine. 

During 1940 and the early part of 1941 there were several months 
when the Allied shipping losses exceeded the combined ship construc 
tion of the United Kingdom and the United States by more than 
200,000 deadweight tons. 

Considering the low ebb of American shipbuilding during the 
early “50's and the vital part which the American shipbuilding indus- 
try was called upon to play in the successful carrying out of the war, it 
vas fortunate that this industry was kept alive before we entered the 
conflict. 

After the German forces has overrun Norway, the Low Countries, 
and France in the early summer of 1940, this fact was even more ap- 
parent and its implications became serious. Accordingly, in the fall 
of 1940 the British placed orders with American shipyards for 60 
freighters. Early in 1941 the Maritime Commission ordered 200 more 
cargo carriers. By the end of 1941 the American shipbuilding pro 
gram, including foreign and American orders, had been expanded to 
include about 1,200 ships aggregating about 14 million deadweight 
tons. 

It was with the view of expediting the deliveries of British orders 
that a ship of simplified design was agreed upon. This gave birth 
to the Liberty ship which was actually obsolete on the drawing board. 

During the 5-year period 1941—+5, a total of 5.280 oceangoing ves 
sels, aggregating over 54 million deadweight tons, were delivered from 
American shipyards. 

During the war period British Empire shipyards delivered less than 
11 million deadweight tons. In fact, all of our allies upon whom the 
prewar experts had claimed we could depend for merchant ships sup- 
plied us with only 715,000 gross tons of ships. On the other hand, we 
delivered 5,500,000 gross tons to t hem. 

The United States merchant marine delivered the goods to our 
fighting forces and allies overseas. The total cargo lift from the 
United States between December 7, 1941 and the surrender of Japan 


losses 
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202,000 lone’ tons, of which 205022000 were dry cargo and 





10 were petroleum and other liquid cargoes. 


During the last vear of the war, this meant an average rate of deliv- 
ery of S500 tons of cargo every hour of every day and night. 

Our ships also carried the great majority of the 7,129,907 Army 
personnel and 141,537 civilians moving overseas between December 7. 
1941 and November 30, 1945. During this same period they carried 
1,060,833 Army personnel and 169,626 civilians back to the United 
states 

Because we were able to build up our own merchant marine during 
this war we were able to deliver the goods needed to win the war. 
\lso, we avoided the type of gouging we received during World 
War I. 


During World War ITI general cargo rates increased only 70 per- 
cent as compared to 1,117 percent during World War I. This dif- 
ference is most impressive when we note that the ship operating costs 
during World War II were substantially higher than during World 
War I. 

On November 2, 1945, Fleet Adm. Ernest King, commander in 
chief of the United States naval operations, wrote to Admiral Land 
the following: 

During the past 3!4 years, the Navy has been dependent upon the merchant 
marine to supply our far-flung fleet and bases. Without this support, the Navy 
could not have accomplished its mission. Consequently, it is fitting that the 
merchant marine share in our success as it Shared in our trials. 

The merchant marine is a strong bulwark of national defense in peace and 
war, and a buttress to sound national economy. A large merchant marine is 
not only an important national resource; it is, in being, an integral part of our 
country’s armed might during time of crisis. During World War II, this 
precept has been proven. 

As the merchant marine returns to its peacetime pursuits, I take pleasure in 
expressing the Navy's heartfelt thanks to you and through you to the officers 
and men of the merchant marine for their magnificent support during World 
War II. All bands can feel a pride of accomplishment in a job well done. 

We wish the merchant marine every success during the years ahead and sin- 
cerely hope that it remains strong and continues as a vital and integral part of 
our national economy and defense. 

Admiral King closed his letter with the wish that our merchant 
marine remain strong in the future in order to preserve our national 
economy and defense. His advice, like the advice of other practical 
men, was subjected to the attack of post-World War II peacetime 
theorists who claimed that it was not necessary to revitalize our mer- 
chant marine with more modern ships. In fact, some theorists even 
went so far as to state that our merchane marine must be sacrified 
in order to help close the dollar gap between foreign nations and the 
United States. 

When the Korean war broke out, our allies were not in a position 
to provide the ships for that limited operation. At the outbreak of 
the Korean war our sinking merchant marine consisted of only 1,162 
seagoing ships manned by 59,000 seamen. Our nation and the free 
world were serviced by activating ships from the United States Na- 
tional Defense Reserve Fleet. 

The peak size during the Korean war was reached in February 
1952, when our merchant marine consisted of 2,046 ships manned by 
100,000 seamen. 
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Our privately owned and/or operated merchant marine carried 86 
percent of the cargoes to Korea and the Far East. The remainder 
of the cargoes were carried by MSTS and foreign merchant ships. 

We entered both World Wars with inadequate merchant shipping. 
We were required to build additional ships for ourselves and our 

allies upon whom we were relying for shipping. It should be clear 
even to a novice that this condition has not changed. Indeed it ap- 
pears to us even more serious than heretofore. Certainly if we are 
engaged again in a war that involves the European countries, we will 
be required to build all their ships for them. 

The above facts prove that the United States can fully depend only 
upon ships flying the American flag in world emergencies before and 
during the time we are involved. 

After our merchant marine successfully serviced the free world 
during the Korean war, our Government began replacing the ships 
in mothballs. By April 1, 1954, our merchant marine had shrunk to 
only 1,360 oceangoing ships manned by 65,250 seamen. 

This industry slump should not be lightly argued away by saying 
that the decrease of cargoes in the world market is the only reason 
for depressing the industry. This argument is weak because our 
ships are carrying only 29 percent of our export and import trade. 

The main reason for the depression is that our Government is not 
administering a program to provide a United States merchant marine 
adequate to carry at least 50 percent of our foreign trade. 

Our Government’s failure to follow a more constructive maritime 
program is also resulting in the closing down of our vital shipbuild- 
ing industry. Despite the fact that the Maritime Administration has 
classified 46 percent of our merchant ships as poor, our private ship- 
yards on January 1, 1954, had orders to build only 48 merchant ships 
aggregating 686,635 gross tons. This was only 5.3 percent of the 
total shipbuilding orders for 1,492 merchant ships aggregating 
13,726,336 gross tons throughout the free world. It placed the United 
States in sixth place in shipbuilding. 

As of January 1, 1954, the number of ships being constructed 
on order for the first six top ranking countries was as follows: 


Number of Percent of 


Country shine Gross tons world total 
Great Britain 559 5, 331, 376 40.8 
Germany 169 1, 421, 361 10.9 
Sweden 145 1, 387, 002 10.6 
Holland 139 1, 128, 459 8.6 
France 68 757, 949 5.8 
United States 48 686, 635 5.3 


As of April 1, 1954, there remained only 35 ships, aggregating 
515,885 gross tons, under construction in United States shipyards. 
z i classes s of these ships are as follows : 


| 
| Number of 


Gross tons | Deadweight 


ships tons 
Cargo 3 9 87, 300 114, 300 
Ore carrier — ns 2 26, 200 44, 000 
Tanker 22 398, 700 625, 400 
Passenger-auto ferry -- 2 3, 685 4, 000 


Totals_. 35 515, 885 787, 700 
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These 35 ships are only 40 percent of the number of ships being 
constructed 1 year ago. Moreover, by the end of this year only two 
of the ships will not be completed. This is distressing w hen we realize 
that our shipyards have not received a single order for a merchant 
ship of 1,000 gross tons or over for te preceding 17 months. 

In the preamble of the Merchant Marine Act of 1936 Congress has 
stated that our merchant marine must be “sufficient to carry a sub- 
stantial portion of our foreign trade.” Thes common interpretation 
of “substantial” is that Congress meant that our merchant marine 
should carry at least 50 percent of our total foreign export and import 
trade. 

In striving to achieve this overall goal, Congress should raise our 
percentage of export and import cargo carriage by passing permanent 
legislation which would provide that American-flag ships carry from 
50 to 100 percent of our foreign economic and military aid cargoes, 
as well as cargoes financed by Government loans or guaranteed by 
by foreign currency convertibility. In fact, in 1934, the 73d Congress 
passed Public Re solution No. 17 which cated that all cargoes financed 
by the Export-[miport Bank or any other instrumentality of the 
Government, should be carried in American bottoms when available at 
reasonable rates. 

In recent years, instead of requiring American bottoms to carry 
all of the cargoes financed by the Export- Import Bank and other 
Government instrumentalities, Goverume nt agencies in consultation 
with shipping interests have permitted ships of recipient countries to 
carry dO percent of these cargoes. 

Congressional mandate that American bottoms should carry at least 
50 percent of the cargoes provided under foreign economic and mili- 
tary aid programs is contained in the following programs: 

1. Economie Cooperation Act of 1948, and the ECA amendments, 
1949—Publie Law 47, 81st Congress. 

29. Korean Aid Act—Public Law 447, 81st Congress. 

3. Yugoslavia Emergency Relief Assistance Act of 1950—Public Law 

S97, 81st Congress. 

1. India Emergency Food Aid Act of 1951—Publie Law 48, 82d 

Congress. 

5. Mutual Defense Assistance Act—Public Law 329, 81st Congress. 
6. Mutual Security Act of 1951—Public Law 165, 82d Congress. 
7. Pakistan wheat bill—Publie Law 77, 83d Congress. 

In the administration of the above-mentioned programs our Gov- 
ernment administrators have administered the laws by defining “at 
least 50 percent” to mean “50 percent.” 

Those of us who are vitally interested in achieving and maintaining 
an adequate American merchant marine had not protested this practice 
because we agreed that there was some —— for our Govern- 
ment’s assisting our foreign allies in rebuilding their merchant 
marines which were devastated during World War II. However. it is 
now obvious that the foreign merchant marines are reaching their 
pre-World War II effective sizes and our Nation should become more 
concerned with keeping our merchant marine on the high seas. 

It is the Government's duty to use only United States ships in trans- 
porting Government-financed cargoes. Foreign participation should 
be allowed only when United States ships are not available or when it 
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can be shown that the merchant fleets of other nations are more impor- 
tant to those nations than our merchant marine is to the United States. 

\t the present time the American ‘| rainp Shipow ners Association’s 
members have pending applications for the wholesale transfer of 60 
of their 150 tramp ships to the ru way flaws. ‘They claim that then 
ships are idle because of the lack of econonue an | miilitary ala cargoes. 

This wholesale transfer of 60 American tramp ships would be only 


the beginning of the transfer foreign of their entire tramp fleet 


Phe argument for the necessity Of transferring then tramp ships 
could be solved by the enactment of S. 3233 into law. Moreover, it 
would dull their incentive to transfer foreign if they knew that their 
ships under the runaway flags would be virtually ineligible to carry 
American-aid cargoes. 

The provision of S. 3253 which requires “that foreign-flag ships 
not registered under the flag of the consignor or consignee nation 
may participate in the carriage of such equipment, materials, or com- 
modities only to the extent that such nation does not have ships of 
its own registry available in sufficient numbers or in sufficient tonnage 
capacity” is extremely important in that American shipowners will 
be discouraged from transferring their ships to foreign flags. 

As of January 1, 1954, there were a total of 346 ships of 1,000 gross 
tons and over owned by American companies and operated under 
foreign flags. Also, there were a total of 72 ships being constructed 
for these companies to operate under foreign flags. These 418 ships 
are 34 percent of the privately owned ships flying the United States 
flac. Of these 418 ships, 207 are under the runaway flags of Panama, 
Honduras, and Liberia. 

The main reason for transferring to these runaway flags is to evade 
United States taxes, employ low-wage foreign seamen, and evade 
United States inspection standards. (Also, it has proved profitable 
for some merican-flag companies to carry the share of our aid cargoes 
which have been reserved for American bottoms and at the same time 
to have their foreign-flag ships carry those cargoes allocated to 
foreign-flag ships. 

Despite the great liportance of a strong American merchant ma 
rine, the industry has been under constant attack from the foreign 
shipping lobbyists and some economists saturated with pure theory. 
The theory-minded economists are most damaging because they are 
credited with being unbiased scholars. However, as theorists they 
base their assumptions and draw their conclusions in a vacuum on 
paper, and not in the world of harsh reality. 

The argument most often used by the foreign shipping lobbyists 
and some uninformed Americans is that the American merchant 
marine must be sacrificed in order to help close the international 
dollar gap. For the past several years this overworked fallacious 
argunent has been the lead in the attack upon the provisions of Amer 
ican laws which state that American bottoms shall carry at least 50 
percent of all military or economic-aid cargoes as well as cargoes 
financed by the United States Government. 

Since the committee is fully aware of the basic picture of the in 
ternational balance of jyments, we shall briefly deal only with the 
balance of payments resulting from ocean shipping as a part of the 
exports and imports of goods and services account. In this analysis 
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we shall not deal with the remaining balance-of payments accounts, 

teral transfers, gold sales and purchases, et cetera. There- 
fore. the lollay gap we Ww ll be diseuss ne vill be the one existing 
only int United States export and import of goods and services 


rece To ch ineludes ocean shipping. Of course, it will be slightly 
eher than the final dollar gap resulting when all accounts are con 
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The United States receipts items entered into the ocean shipping 
account for the operations of United States companies consist of : 

(1) Freight receipts for carrying exports from the United 
states: 

(2) Receipts for carrying foreign cargoes from one foreign 
port to another; 

(3) Fares and other shipboard expenses of nonresident pas 
sengers: 

(4) Revenues from charter ef ships to foreign operators; and 

(5) Port expenditures made by foreign operators in United 
States ports. 

The freight revenues earned by United States ships on imports into 
the United States are paid by United States importers to the United 
States ship operators. Therefore, they are considered domestic trade 
and are not considered in the international balance of payments. 

(he United States payments items in the ocean shipping account 
consist of : 

(1) Payments to foreign companies for carrying imports into 
the United States; 

(2) Fare payments and other shipboard payments made by 
Unite States residents to foreion companies ; 

(3) Payments to foreign companies for the chartering of their 
ships; and 

(4) Port expenditures by United State ship operators 
foreien ports. 

The freight revenues earned by foreion h ps on the United States 
export trade are paid by foreign importers to the foreign-ship 
operators The refore, they are considered dor 1eSstic trade of the rt 
spective foreign nations and are not considered in the international 
balance of payments. 

Table II shows that from 1916 through 1953 the United States 
earned more money oO! the ocean shipping aecount than they paid to 
foreign countrie Che peak of this dollar gap in 
in 1947 when the United States received $1,141 1 
paid to foreign shippi @ interests 

[t must be noted on table l that 1947 was the vear in which there 


was reached the peak of the dollar gap between United States exports 


j 
ean Shippmg was 
1 
ion more than they 


and imports of goods and services. In that vear we export | $19,796 
million worth of goods and services and imported S8.318 millior 
worth. This left a dollar gap of $11,478 million. 

1947 was a postwar vear which found the foreign nations in a 
crippled postwar economic condition. Their productive fore iad 
been disrupted to the point where they depended on United State 
exports for their livelihood as well as rebuilding their economic 
Systems. 

* It is most important to know that much of their merchant fleets had 


been sunk during’ 


the Val and they depended on American ships tor 
transportation of food, merchandise, and capital equipment. 

After 1947 the nations of the free world had redeveloped their 
econonres to the pol if wher they required less export from the 
United States and, in turn, were increasing their exports to the United 


States. This. of course, meant that the dollar gap was rapidly closing. 





12S CARGO PREFERENCE BILL 


In 1950 the United States exported $14,425 million worth of goods 
and services and imported $12,128 million worth of goods and services. 
Thus, the dollar gap in goods and services shrank to only $2.297 million. 

In 1950 the ocean-shipping account showed that the United States 
received $833 million and paid $643 million for ocean shipping. Thus, 
the dollar gap in ocean ship ping @ had shrunk to $240 million. 

It was then oe that the dollar gap was rapidly closing and 
experts had predicted in early 1950 that it would be completely closed 
In 1951, 

At the outbreak of the Korean war in June 1950 the free world again 
looked to the I nited States for increased exports ot our production 
forces. 

In 1951 the dollar gap in goods and sel vices spread to $5,164 million. 
Also, in 1951, the United States received $1,353 million and paid $787 
million on the shipping account. ‘This left a dollar gap of $566 million 
in the shipping account. 

Senator Payne. If you will forgive me here, I think there should be 
a correction back there. You say “Thus, the dollar gap in ocean 
shipping had shrunk to S240 million.” You have a difference between 

* 833 and 643, which is 190 million. 
*. Happock. I will check that. 

Senator Payne. Check that, just so the record will be right on it, 
That all. 

Mr. Ilappock. We can’t subtract 

\t this point we must emphasize that in 1951 the foreign-shipping 
lobby ists in this cou untry began to clamor about closing the ocean ship- 
ping aes gap. However, they did not point out that they did not 
hs ive thes hips needed to ete tig the increased world tr: ade caused by 
the Korean war. In fact, the United States private shipping opera 
tors did not have enough ships to meet the sharply increased shipping 
needs of the world. Private shipowners expanded their fleeets but our 
(roverhment as compelled to reactivate approximately 600 ships 
in our national defense reserve fleet in order to prop 

free world in its stand against Communist aggression. 

our merchant marine had to be expanded from a 

) ship pre Korean fleet to over 2,000 ships a late 1951. 

Going back to your suggestion there, Senator, on page 18—— 
Senator Payne. Yes. 

Mr. Happocx. That 833 should be 886. 

Mr. Werster. 833 should be 886? 

Mr. Happock. 833 should be 886. 

Senator Payne. That would be 243 million; is that right é 

Mr. Happock. That is right. 

Senator Payne. If that is 886 and the other one is 648, that is 248 
Whi 


Ion ¢ 


Vir. Happock. Correct. That is 883 and 643. 

Senator Payne. Now we are getting down to it. 

Mr. Weesrer. So, your 240 is right. 

Mr. Happock. Right. 

Senator Payne. Yes. 

Mi [Tanpock. It is most appalling to realize that the foeign-ship- 
ping lobbyists were actually saying that our Government should have 

activ’ ated our ships from mothballs and turned them over to them 
for oper: ition. At no time did they nor will they state that their 
respective countries would undertake the expensive venture of hold- 
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ing large numbers of ships i in reserve for world eme rgencies. In 
stead, they believe that every ship they own should be a paying ven- 
ture in peacetime and in wartime we should give them ships to close 
a dollar gap. This preposterous demand is galling to those of us who 
think more of preserving freedom in the world than we do about a 
dollar gap. 

In 1952 our exports of goods and services were $20,649 million and 
our imports were $15,794 million. This left a dollar gap of $4,855 
million in the balance of payments on goods and services. 

In 1952 the United States ocean-shipping receipts Were $1,286 mil- 
lion and payments were $911 million. ‘Thus, the shipping dollar gap 
was rapidly narrowed to $375 million. 

It must be noted that in early 1952, after the immediate needs of 
the world faced by Communist aggression in Korea had been met, 
the shipping needs sharply decreased. The United States Govern 
ment returned the great majority of reactivated ships back to moth 
balls and our merchant marine again shrank to the approximate pre 
Korea SsIZe. 

In 1953 our exports of goods and services were $16,437 million and 
our imports were $11,904 million. This left a dollar gap ot $4,709 
million. 

Senator Payne. Wait a minute. You have some figures there that 
are wrong, too, if you wil forgive me for interrupting you. 

Mr. Happock. That is quite all right. 

Senator Payne. I think the record ought to be right here. 

Mr. Happock. Yes. 

Senator Payne. As you have it here, you would only account for 
16 million 613. In fact, you are covering more than your total. 

Mr. Happocx. Well, this again is a question of subtraction, which 
is wrong. We will correct these figures for the record. 

Senator Payne. Probably there is a transposition in there some 
where when somebody Cy ped it. 

Mr. H ADDOCK., Yes. 

In 1953 the United States ocean-shipping receipts were $1,036 mil 
lion and payments were $904 million. Thus, the shipping dollar gap 
was further narrowed to $132 million. This is only 2.8 percent of the 
total dollar gap in the United States export and import of goods and 
services account. This certainly deflates the argument that our mer 
chant marine is causing a great dollar gap in the international bal- 
ance of payments. 

The foreign-shipping lobbyists and uninformed Americans dis 
seminate the false argument that every dollar earned by foreign ship 
owners means the closing of the dollar gap by $1. The f: alsehood of 
this argument is shown in table ITT. 


Taste IIl.—Relationship of port expenditures in United States ports to ocean 
freight and fare receipts of foreign nations 


In millions of dollars 


194¢ 1947 | 1948 1949 1950) 1951 1952 | 1953 

Freight and fare receipts of foreign operators 132 188 2h6 304 416 {RA 561 OA 
Port expenditures by foreign operators in United 

States ports 162 281 268 291 313 411 462 47¢ 
Percent of port expenditures to freight and fare 

receipts 123 149 105 96 75 85 82 80 


47632—54——-10 
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You will note that in 1946-48 the foreign companies paid more 
in expenditures in United States ports than they earned from ocean 
freight and passenger fares. In 1951 they earned $486 million in 
ocean freight and passenger fares and paid $411 million in port ex- 
penditures in the nited States. Of course, the port expenditures of 
foreign ship operators is a receipt in the U nited States ocean shipping 
account. This means that 85 percent of the dollars earned in 1951 by 
foreign ship operators on ocean freight and passenger fares were re- 
turned to the United States. In other words, on every dollar of their 
freight and fare earnings the dollar gap was closed only by 15 cents. 

Table III shows that for every dollar earned in 1952 by foreign 
ship operators on freight and passenger fares only 18 cents of the 
dollar gap was closed. In 1953 for every dollar earned by the foreign 
ship operators on freight revenues and passenger fares the dollar gap 
was closed by only 20 cents. 

The high cost of port expenditures in the United States is caused 
by the foreign ship operators’ purchase of bunker fuel in the United 
States which is lower priced in the United States than in foreign coun- 
tries, as well as the high cost of stevedoring in the United States ports. 

On the other hand, the expenditures of United States ship operators 
in foreign ports is comparatively low and stable. 


Tas_e IV.—Relationship of port expenditures in foreign ports to United States 
ocean freight and fare receipts 


{In millions of dollars] 


1946 1947 1948 | 1949 1950 | 1951 1952 | 1953 
Freight and fare receipts, United States operators 1,093 | 1, 297 901 768 534 920 793 | 541 
Port expenditures by United States operators in 
foreign ports 186 231 198 177 138 183 190 | 146 
Percent of port expenditures of United States | 
operators to freight and fare receipts 17 | 18 22 23 26 20 24 | 27 


With the exception of stevedoring in foreign ports, which is done 
at low cost by low-wage foreign labor, nearly all United States ves- 
sels’ purchases of bunker fuel, subsistence, supplies, equipment, 
et cetera, are made in the United States. Thus, the expenditures of 
United States ship operators in foreign ports are kept relatively low. 

In 1951 the ocean freight and passenger fare receipts of United 
States operators was $920 million while the expenditures in foreign 
ports was only $183 million. This meant that only 20 percent of the 
ocean freight and fare-revenue dollars earned by United States 
operators were returned to foreign countries as port expenditures. 

In 1952 only 24 percent and in 1953 only 27 percent of the United 
States operators’ ocean freight and fare dollars were returned to 
foreign countries as port expenditures. 

Thus, unlike the foreign countries who actually retained only 20 
cents of every dollar earned as ocean freight and fare revenues in 
1953, the United States retained 73 cents of every dollar earned in 
the same year. 

The above data refutes the argument of the foreign lobbyists and 
the uninformed American theorists which states that every dollar 
earned by a foreign-ship operator means the ne of the inter- 
national balance-of- -payments dollar gap by $ 
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Theorists often charge that our governmental policy toward cargo 
preference for our me chant marine is discriminator y toward foreign 
merchant marines. We wish to point out that every modern nation 
favors its merchant ships in order to assure themselves of an adequate 
merchant marine. 

These nations place their merchant marines in a favorable world 
competitive environment by such devices as direct subsidy, cargo pref- 
erence, manipulations or prohibitions in foreign currencies, reduced 
~~ consular and documentation charges for their ships, liberal 
tax benefits, et ceter: 

Some nations even discriminate to the degree of having preferential 
berthing facilities for their ships. Their ships dock promptly to dis- 
charge and load ¢ argo while ships of foreign flags have to wait until 
the national ships are cleared. Ships of other fla ags have to wait for 
long periods. During this waiting period at anchor, the national-flag 
merchant ships freely enter the ports and dock ahead of ships flying 
other flags. 

We shall not go into a detailed explanation of the discriminatory 
merchant marine practices of foreign nations. We point out that they 
do exist. For a detailed explanation of this problem we refer to 
Discriminatory Acts of Foreign Governments Affecting Our Mer- 
chant Marine, hearings before the Senate Subcommittee on Merchant 
Marine and Maritime Matters (Magnuson subcommittee, 82d Cong., 
2d sess.). 

We respectfully urge this subcommittee to emphatically reaffirm 
congressional intent by taking another step forward in achieving 
and maintaining an American merchant marine adequate for the 
development of our foreign commerce and our national defense. You 
ean do so by taking the lead in having S. 3233 enacted into law. 

Senator Payne. You have made your position very clear, Mr. 
Haddock. 

I have no questions. Has any member of the staff a question to 
ask ¢ 

Mr. Wesster. I have a couple of questions, Senator. 

Mr. Haddock, if you will look at this copy of the bill as introduced 
by Senator Butler, Senate bill S. 3233, directing your attention to 
line 13 and the material that runs from the word “provided” at line 
13 through the word “capacity” on the first line on page 3 of the bill, 
I would like to ask you whether, if that portion of the bill were elimi- 
nated, in your opinion, it would still be an improvement as far as 
labor and American labor—American maritime labor—and privately 
owned merchant marine interests are concerned over the state of law 
as it presently exists. 

Mr. Happock. It definitely would be an improvement if that were 
done. 

Mr. Wesster. I think the record should show that—and you cor- 
rect me if I am wrong—you feel it would weaken the bill and the 
bill as proposed in its entirety is proper and strong and for the best 
interests of both labor and management in the American merchant 
marine picture; is that correct ? 

Mr. Happock. That is correct, and the inclusion of that language 
which you have just referred to would give our Government and our 
industry a very strong weapon with which to eliminate many of the 
dliscriminations that exist in commerce today. 
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When the foreign countries and their representatives in our own 
country raised the ery of this being discriminatory language, dis- 
criminatory acts, I think I would be the first to Say : “Let all foreign 
nations remove their discriminations, whatever they may be, against 
American shipping and against foreion commerce,” and I would ad- 
voeate the same, if anv such discriminations exist in American law, 
that they also be re moved, because I feel strongly the commerce of 
the world can best be built up if it is completely free to move; but 
that is not the case, and—well, to put it mildly, it gripes me no end 
when I hear these people claiming this is discriminatory, when they 
have cliscriminations that make these look mild. 

[ don’t know of any foreign nation with a merchant marine that 
rovernments, military cargoes, 
' @ but their own vessels. 

Mr. Weesrer. Another question which I had, Mr. Haddock, and 
perhaps I can get to it better by making a statement first: In the 


testimony that has been Yiven on this nll by the interested Govy- 


permits eargoes, cenerated by their 


« 
rT 


particularly, to be moved In anythin 


i 


ernment agency representatives, one of the criticisms which im 
pressed me most was the difficulty of administration of the provisions 
in this bill which would relate to the movements of cargoes between 
foreign port A and foreign port B. I gathered from the testimony 
of Colonel Syran that administratively it would be extremely difli 

cult. tf not mpossible, to make applicable the provisions of a Cargo 
preference bill of this sort and, carrying that one step further, I had 
the feeling that was one of the most serious objections raised by him, 
and that if there is hope of passage of this bill it might be wise to 
try to meet that objection of his, and l wondered. along the same line, 
whether that would deprive the American merchant marine, the non 

ubsidized lines in particular, of a great deal of benefit of this bill, 
or whether it would reprive them only of minor benefit. 

Mr. Happock. Well, of course, the extent of participation of the— 

Mr. Weessrer. Cross trades. 

Mr. Happock, Cross trades is dependent upon the type of program 
that we are going to have. 

Up to now, 1 would say that our merchant marine would not be 
severely hurt by excluding them from that portion of the cargo. On 
the other hand, I do not agree with Colonel Syran’s testimony in this 
respect. I should be very much surprised, if Colonel Syran were to 
come before this committee and lay out in detail what he had to go 
through to regulate their cargo as between American and foreign 
ports and foreign ports and American ports and then between ports 
of cross trades, if you would find any real significant difference in the 
problem of controlling that cargo; and, actually, 1 think that is the 
only way you can determine whether or not it will be an impossible 
administrative task. 

Let’s see a showing of just what it Is. 

Now, I am not putting up a strong fight particularly for the cross- 
trade thing, but I am putting up a strong fight for the principle. 1 
think the principle is important, and it is as important in the cross 
trades as it isto and from the United States. 

Mr. Wesster. I have no further questions. 

Senator Payne. If there is nothing further, thank you very much. 

Is Mr. Marcus here ? 

Mr. Marcus. Yes, sir. 


~ 
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Senator Payne. You may proceed in any way you desire, Mr. 
Marcus. 


STATEMENT OF H. B. MARCUS, PRESIDENT, CONSOLIDATED 
STEAMSHIP AGENCIES, WASHINGTON, D. C. 


Mr. Marcus. My name is Harry B. Marcus. I am president of the 
Consolidated Steamship Agencies in the Cafritz Building in Wash- 
ington. 

Consolidated Steamship Agencies are the official representatives for 
Isbrandtsen Co., Inc., States Steamship Co., and Stockard Steamship 
Corp.; they are also engaged in general brokerage and chartering 
business in Washington, D. C., since 1933 with the exception of 4 
years while I was with the Tra ansportation Corps of the United States 
Ar my (rank, lieutenant colonel, AUS, retired). 

I have read with interest the statement of Colonel Syran in his testi- 
mony before the subcommittee chairman regarding a bill which would 
allow a greater share of Government overseas cargoes to be carried on 
American-flag ships. Colonel Syran stated that the bill might work 
against the best interests of the American merchant marine. I do not 
share the opinion of Colonel Syran and Admiral Denebrink. 

My opinion is based upon a close observation of the trend of ocean 
shipping during the past 7 years. It is one of my duties to kee -p my 
principals advised in order that they can plan properly their activities 
so that they may operate their steamship lines on a profitable basis. 
We are constantly in touch with the foreign-shipping prospects as in- 
dicated by our correspondence with C larkson & Co., Ltd., London, 
members of the Baltic Exchange. Particularly we are in constant 
touch with the ocean-shipping prospects as they affect our Govern- 
ment. 

In rebuttal of to Colonel Syran’s statement that the bill would work 
against the best interests of the American merchant marine, I invite 
the committee’s attention to the fact that over 133 American-flag 
vessels, operating under the General Agency Agreement, have been 
returned to the Navy by MSTS atone during the past 10 months. 
These Government-owned vessels include quite a number of the latest 
type cargo carriers, which are of the Mariner class. Bear in mind 
that these vessels are Government owned. 

Our statistics were compiled about 2 months ago. The statistics 
which I have here were given to me by the Navy. 

In addition, MSTS has returned over 40 privately owned Liberties 
and 30 vessels of other types including C—2’s and Victories. The lat- 
ter vessels chartered to MSTS, and they are now returned to the 
owners for them to find commercial cargoes; but practically none are 
available. These American-flag vessels having been returned to the 
owners must compete with the foreign-flag vessels in their efforts 
to secure business, and I can tell you, gentlemen, there just isn’t 
any. There are hundreds of ships tied up. 

Many of the owners who pure hased vessels from the Maritime Com- 
mission and by the acts of Congress they were given some assurance 
that the Government would support them. A brief survey of the ports 
of the United States would clearly indicate that hundreds of vessels 
of American-flag registry are tied up because of the lack of cargoes 
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which could be‘carried on a profitable basis. These ships are rapidly 
deteriorating and are placing the owners in bankruptcy. 

I think I know a couple of them who will go into bankruptcy in 
a couple of days, a good many of them I know who put their life’s 
savings into it. 

Many owners are requesting change of flag, in order to safeguard 
their investment by competing with foreign-flag operated tonnage. 

I strongly recommend that this committee secure a list of the Amer- 
ican-flag vessels tied up in the continental United States ports; this, 
I am sure, will support my statements. 

As for Colonel Syran’s statement that the bill would react against 

the American merchant marine in the form of retaliation by foreign 
governments, statistics, I am sure, will support the fact that few, “if 
any, of our vessels, are permitted to carry cargo originating from 
these foreign countries. This committee should try to imagine the 
Goverment of England, France, Germany, Italy, Greece, India, Japan, 
or any other free country to permit the carriage of their cargo on an 
American-flag vessel in preference to one of their own, regardless of 
the costs in transporting the commodity. I know. I have tried. 
I could not get any of them. Our people come back invariably empty. 
That is over the past 7 years. Very seldom do we get any cargo from 
a foreign port or foreign government. 

We have received orders for this cargo but they have been controlled 
for stockpiling purposes by our own Government, like the General 
Services Administration. 

You can imagine in India or in England an American or an English 
ship both being there at the same time what would happen. Of course, 
it is practically impossible. 

I would like to show you some documents here which relate to cargo 
offerings by England, if you want to take shillings. Every one of 
the firms quote shillings. You can’t take shillings. "The vy are not good 
for us. Even the shillings they offer are so small we might just as ‘well 
come back empty. 

The idea of retaliation is the most ridiculous thing I ever heard. 

Let’s look at the facts. Presently large numbers of forei ign-flag ves- 
sels carry Government and commercial cargo on a c. i. f. and c. and f. 
basis in which the consignee nominates the carrier. “Foreign-flag ves- 
sels in this country taking outbound freight from the United States 
buy it with our FOA dollars and declare it ¢. i. f. Invariably he will 
designate the flag of his country. Primarily because he may pay for 
the ocean freight in the currency of his country. Therefore, he does 
share to some extent, regardless of our legislation, in the carriage of 
cargoes originating here. 

As for outbound cargoes, from foreign countries, should an Amer- 
ican bottom be employed it would naturally require American dollars. 
Few exporters, even if they desired to use American-flag vessels, would 
be permitted to use them because of the lack of American currence y, or 
at least , Supposedly. 


Therefore, by necessity, our American-flag vessels receive a very 
small amount of inbound cargoes from these countries that we are so 
concerned about. I understand that we carry approximately 30 
percent. 

As for retaliation, upon many occasions, under the Export-Import 
Bank loans, which require 100) percent carriage by American-flag ves- 
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sels, we have been requested by these foreign governments to waive 
the rights to permit the recipient nation to ‘share up to 50 percent in 
the shipment of the commodities under this act. 

Public Resolution No. 17 states that 100 percent of the cargo shall 
be carried on American-flag vessels. That was a program inaugurated 
several years ago by the Congress, but there they recognized that the 
American industry should benefit and they required that they shall 
purchase or expend this loan, this money in this country 100 percent 
for American products, and they also stipulated 100 percent Amer- 
ican flag. However, they have asked us on so many occasions I could 
not number them to waive this right during the last 7 years and we 
have waived it and given them permission to carry half on their own 
vessels. 

On every occasion up to date, the American shipowners have given 
them this privilege, for instance the large loans to purchase cotton for 
Japan and Spain and others. Tobacco to Germany and France, and so 
forth. The Export-Import Bank records are available for other con- 
cessions made by the American steamship owners. As their agent 
here I have been called on, I daresay, 20 times in the last 2 or 3 years 
to ask our people to give them that waiver and we have never failed 
them. 

In summary of this particular phase, it has been our experience that 
a minimum amount of cargoes originating from these foreign countries 
have been permitted to be carried by American-flag vessels in spite of 
our most generous attitude toward helping their maritime industry. 

Upon the establishment of the Export-Import Bank Act the Con- 
gress intended that the American industry should receive some benefits 
in granting these loans. I know of no instance where the American 
industries, exclusive of the shipping industry, were asked to waive 
their rights to permit the recipient country to purchase the com- 
modities and sup yphies elsewhere. Yet they do not hesitate to ask the 
American shipping interests to waive their rights. 

During the immediate postwar period while the granting of aid in 
the shipping industry to these foreign governments was properly in 
order and to fill the pent- up demand by the American public for prod- 
ucts produced abroad in the form of metal, minerals, and other mate- 
rials that were in short supply in this country I think it was quite 
proper that we should help them to rehabilitate their countries. We 
had the ships. We were anxious to get them on their feet and we did. 

However, during the past several years these governments have re- 
built and constructed vessels to such an extent they have practically 
overtonnaged the world market. Our American-flag vessels cannot 
compete with their operating costs. 

If our own Government does not support the American-flag owners 
you may rest assured that you can expect very little from the foreign 
governments in this respect, and it is only a question of time until our 
American merchant marine will disappear from the oceans. The 
American-flag vessels laid up in the ports of the United States at the 
present time clearly indicates the definite trend. 

Our shipbuilding industry has rapidly deteriorated, to such an ex- 
tent according to Senator "Knowland’s remarks on Maritime Day, 
which was the day before yesterday, that only three new cargo vessels 
were constructed in American shipyards during the past 6 years, 
destined for American operators. 
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Times have changed; it is now the serious task of this committee 
to give consideration to the American shipowaers, in supporting leg- 
islation which would assure them of adequate cargoes at reasonable 
rates without fear of retaliation. 

As for Admiral Denebrink’s remark that the enactment of the Butler 
bill could seriously impair the ability of the Department of Defense 
to carry out its obligations in national defense, I am of the opinion 
that the reverse is true. It isan obvious conclusion that our American- 
flag vessels, the fourth arm of defense, would necessarily disappear 
from the oceans for the lack of cargoes. 

That was just an observation. I have had to send out to my people 
periodically from time to time this material in the shipping extract, 
and I will read the last extract concerning the problems of the shipping 
business : 

Solution could come through enlisting more Congressional support for Ameri- 
ean-flag vessels to transport our exports. 

This is dated March 11. I am glad that this hearing is held so 
that all sides can present their views, because I do know quite a number 
of men who are going to go broke because of the lack of cargo. 

Senator Payne. On the hearings I have sat in on so far I have not 
been very convinced by any of the arguments set forth against the 
proposals in this bill. 

Mr. Marcus. I think there was a time a few years ago when we 
could afford to help. But times have changed. We have got to adjust 
our own thinking and help our own men and people. 

Senator Payne. We are helping, aren’t we ? 

Mr. Marcus. Yes, we are. 

Senator Payne. I said the other day this is not a one-way street. 
It is a two-way street. We are helping. We are doing it willingly 
to help the people and in turn we cannot make our own people suffer 
and our own activities that are essential to our own needs suffer. I 
have no argument with you. 

Mr. Marcus. L am sure you do not. I hope you can carry it to the 
rest of the Congress and the Senators. 

I have been a merchant-marine officer myself in the First World 
War, and I am very close at hand to this problem and know these 
people. I can mention about 50 ships that are tied up and have been 
for 6 or 8 months, because of no cargoes. 

Even with this 50-percent provision I think we ought to tell the 
foreign governments, very well, we will give you 50. Give us 50. See 
their reaction to that. 

Senator Payne. Do you have any questions, Mr. Webster? 

Mr. Wensrer. I have no questions. 

Senator Payne. Is there anyone else who wishes to come before the 
hearing’ Does anyone else desire to be heard 4 

If there is no one else who wishes to be heard at this time we will 
keep the record open until the 28th of May, when the record will be 
closed, and the hearings are closed at this point. 

Thank you very much for your interest. 
(Whereupon, at 3:45 p. m., the hearing was concluded.) 








CARGO PREFERENCE BILL 137 


(Appended hereto are additional communications and data re- 
ceived and considered by the Water Transportation Subcommittee in 
connection with or subsequent to hearings on S. 3233.) 


DEPARTMENT OF STATE, 
Washington, May 20, 1954. 
The Honorable Jomun MARSHALL BUTLER, 
Chairman, Subcommittee on Water Transportation, 
Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR SENATOR BUTLER: During my testimony on S. 3233 on May 5, 1954, be- 
fore the Subcommittee on Water Transportation of the Committee on Interstate 
and Foreign Commerce, | was asked to furnish a further statement with respect 
to certain questions raised by members of the subcommittee. This letter is in 
response to that request 

With reference to the 29.1 percent figure mentioned during the hearing on 
May 5, it is the Department’s understanding, as stated at the hearing, that this 
figure does not represent the proportion of foreign-aid cargoes which is carried 
by United States vessels. It is believed rather that this figure represents the 
proportion of the total foreign trade of the United States which was carried 
by United States vessels during the month of September 1953, as announced by 
the American Merchant Marine Institute on March 22, 1954. 

Inasmuch as the Department of State does not have responsibility for the move- 
ment of military or aid-type cargoes originating in the United States or for 
cargo resulting from off-shore procurement, the Department does not have 
statistics on the volume or the distribution by carriers of such cargo. It is be- 
lieved, however, that the responsible agencies have been diligent in carrying 
out the congressional mandate 

The subcommittee also requested that the Department comment on the ques- 
tion of subsidizing tramp shipping operations. The Department’s comments on 
bills S. 1828 and S. 1829, to amend the Shipping Act, 1916, as amended, and to 
encourage the development and expansion of privately owned tramp shipping 
operations under the United States flag, have been submitted to the Bureau of 
the Budget. As you know, the Bureau of the Budget is responsible for coordi 
nating the executive position on legislation and until such time as this is done 
with respect to these bills it would not be appropriate for the Department to 
comment on this question. 

The Department has no record of having received any adverse comments on 
S. 3235 from American shipping and shipbuilding companies, or individuals en- 
gaged in those industries. It is the Department’s understanding that the 
American shipping and shipbuilding industries are supporting the bill. 

As you are aware, the President has requested the Department of Commerce 
to study the extent to which direct means can be utilized to maintain an adequate 
merchant marine. Pending the outcome of this study, the Department of State 
does not believe that it would be appropriate to suggest language for inclusion 
in the proposed legislation. 

In order that the subcommittee may have available for the record a complete 
file of foreign representations made to the Department on S, 3233, there are en- 
closed copies of aide-memoire from the Netherlands Embassy and Finnish Lega- 
tion and a memorandum from the Italian Embassy. 

Sincerely yours, 
THORSTEN V. KALIJARVI, 
Deputy Assistant Secretary for Economic Affairs. 
Enclosures: 
1. From Netheriands Embassy, May 6, 1954 
2. From Italian Embassy, May 7, 1954. 


3. From Finnish Legation, May 12, 1954. 


\IDE MEMOTRI 


With reference to the bills, S. 3233 and H. R. 86559, recently introduced into 
Congress to amend the Merchant Marine Act, 1936, to provide permanent legis- 
lation for the transportation in United States flag vessels of waterborne cargoes 
in which the United States Government are financially interested either directly 
or indirectly, the attention of the Secretary of State may be drawn to the views 
of the Netherlands Government as expressed hereunder. 
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The principle of the freedom of shipping to compete in free and tair competi- 
tion in international trade has constantly been maintained as one of the main 
features of the economic policy of the Netherlands Government. ‘This freedom 
of shipping is deemed a sina qua non for the deployment of the activities of the 
merchant marine of the Netherlands and the efficiency and economic soundness 
of shipping in general. 

The recommendations on this subject in the report of the Commission on For- 
eign Economic Policy were therefore warmly welcomed by the Netherlands 
Government as a token of growing understanding in this field and it was sin- 
cerely hoped that legislation in accordance with these recommendations would 
be initiated. 

It is noted however with disappointment and concern that the provisions of 
the bills now before Congress are contrary to the recommendations of the Com- 
mission on Foreign Economic Policy and tend to interfere with the principle to 
which the Netherlands Government attach such great importance. 

This concern is the more sincere since it is to be feared that an example, set 
by the world’s most important maritime nation, will be used all too eagerly by 
certain other nations as a pretext for introducing discriminatory practices for 
the benefit of their national merchant marine. 

Apart from the fact that such measures by other countries will constitute a 
certain menace to United States merchant shipping, their effect on those coun- 
tries, which depend to a large extent on shipping activities will comparatively be 
much more severe. 

It would seem moreover from the wording of the bills referred to above that 
the proposed legislation could be applied to transactions of any kind where the 
United States Government have any interest however remote. If this inter- 
pretation should be correct it is to be feared that normal commercial transactions 
will be greatly affected and discriminatory shipping practices will be introduced 
in this field as well. 

It is for these reasons that the Netherlands Government regret to impart to 
the Secretary of State their grave concern about the consequences of the bills 
now before Congress once they have become law. 

NETHERLANDS EMBASSY. 

WasHINGTON, D. C., May 6, 1954 


MEMORANDUM 


(a) There are presently pending in Congress two identical bills, S. 3233 and 
H. R. 8659, which aim to the enactment on a permanent basis of legislation for 
the transportation of a substantial portion of waterborne cargoes on United 
States flag vessels. 

(6) These bills contain many restrictive features which would appear to be 
at variance with the foreign trade policies of the administration, as embodied 
also in the recommendations of the Randall Commission and, possibly, in vio- 
lation of nondiscriminatory provisions included in the trade and navigation 
treaties stipulated between the United States and other nations, like Italy. 

(c) The adoption of these bills would broaden and intensify the scope of 
cargo preference provisions contained in a number of United States foreign- 
aid laws, as they would probably affect the transportation also of materials 
offshore procured, surplus of agricultural commodities, stockpile materials and 
even goods procured through the guaranty of the convertibility of foreign cur- 
rencies. 

(7) Moreover, among the restrictive features are requirements which might 
easily create a situation according to which the so-called 50-50 principle might 
become a i100 percent principle. 

(e) The Italian Government has already viewied with great concern the appli- 
cation of a clause which might encourage in the maritime countries tendencies 
and practices of flag discrimination. Italy is a country which is highly dependent 
on seaborne trade and as such it has historically been building up a maritime 
trade and a merchant marine which assured important returns in its balance of 
payments. Any hardening of the present restrictive practices, which are already 
dangerous enough as an encouragement to flag discrimination, would make this 
danger worldwide more acute and would therefore be viewed with the utmost 
concern by the Italian Government. 

(f) Moreover, the aggravation of the present practices would decrease the 
dollar returns which might otherwise be earned by the Italian merchant marine 
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and increase therefore the difficulties that Italy still faces with regard to the 
dollar deficit of its balance of payments. 
WASHINGTON, D. C., May 7, 1954. 


AIDE MEMOTRE 


It has been brought to the knowledge of the Legation of Finland that a bill 
has been recently introduced in the Senate of the United States by Senator 
Butler of Maryland with the purpose to provide permanent legislation for the 
transportation of a substantial portion of Government-financed cargoes in 
United States-flag vessels by amending the Merchant Marine Act of 1936. A 
similar legislative action has been taken in the House of Representatives. 

The above Senate bill, S. 3233, provides in fact that whenever the United 
States shall procure, contract for, or otherwise obtain for its own account, or 
shall furnish to or for the account of any foreign nation, any equipment, mate- 
rials, or commodities, such equipment, materials, or commodities shall be trans- 
ported exclusively on privately owned United States-flag vessels. The bill stipu- 
lates that an exception of this rule can be made only in case the Secretary of 
Commerce after public hearings finds and certifies that the foreign commerce 
of the United States will be promoted, or that United States-flag vessels are not 
available in sufficient numbers or in sufficient tonnage, capacity, etc. But, also 
in this case at least 50 percent of such cargoes shall be transported on privately 
owned United States vessels to the extent such vessels are available at fair and 
reasonable rates. The above provision for public hearing will, however, most 
likely prevent any participation of foreign vessels in these transportations. 

In respect of the participation of ships registered under the flag of a third 
country the bill restricts their use to cases where the consignor and the con 
signee do not have ships of their own registry available for the purpose. 

It is the opinion of the Finnish Government that these bills now introduced 
in the United States Congress constitute a dangerous attempt to impose new 
restrictions on the free interchange of shipping services in the international 
trade. Barriers of this kind will evidently not only increase the costs of ocean 
transportation, but also lead to similar discriminatory measures taken by other 
nations in order to protect the interest of their shipping industries. The prin- 
ciple of liberalization of the international trade recommended by the Commis 
sion of Foreign Economics Policy and supported by the Government of the United 
States will certainly not be furthered by the proposed legislation which on the 
contrary tends to violate the principles of liberalization and nondiscrimimation 
which are fundamental for a more free international trade. 

In view of the above it is sincerely hoped that the Government of the United 
States would take appropriate notice of the serious concern of the Government 
of Finland in respect of the proposed legislation. 

WasuHinaton, D. C., Vay 12, 1954. 


BriTisH EMBASSY, 
Washington, May 27, 1954. 
Mr. HARVEY KLEMMER, 
Department of State, Washington 25, D. C. 


My Dear Mr. KireMMer: We have, as you know, followed very closely the 
testimony given on the bill, S. 3233, before the Senate Subcommittee on Water 
Transportation, and have been particularly concerned to read part of the state- 
ment made on May 24 by Mr. Hoyt S. Haddock before the committee. 

Toward the end of his testimony Mr. Haddock made the following statement : 

“We wish to point out that every modern nation favors its merchant ships 
in order to assure themselves of an adequate merchant marine. These nations 
place their merchant marines in a favorable world competitive environment 
by such devices as direct subsidy, cargo preference, manipulations or prohibitions 
in foreign currencies, reduced port, consular and documentation charges for 
their ships, liberal tax benefits, etc. Some nations even discriminate to the 
degree of having preferential berthing facilities for their ships. Their ships dock 
promptly to discharge and load cargo while ships of foreign flags have to wait 
until the national ships are cleared. Ships of other flags have to wait for long 
periods. During this waiting period at anchor, the national flag merchant ships 
freely enter the ports and dock ahead of ships flying other flags.” 

As I am sure the Department of State is aware, the United Kingdom has not 
adopted any of the practices or measures alleged by Mr. Haddock, and indeed 
it places no restrictions on the operation or handling of foreign-flag shipping 
in its ports to give preference to United Kingdom flag shipping. 
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In testimony given by Mr. Marcus on the same day it is noted that he stated 
that even where a foreign shipper may want to use an American ship he is pre- 
cluded from doing so because of the necessity of preserving dollars. Again it 
must be emphasized that in the United Kingdom complete freedom is given to 
shippers, consignees, or charterers to contract for shipping services in the most 
economical manner, irrespective of flag, and that foreign exchange is available 
for the payment of shipping services, provided in accordance with normal trade 
practices, under the tlag of any country. 

I think it is important to stress, in this connection, that United Kingdom 
flag tonnage comprises approximately one quarter of the world merchant fleets 
and is therefore a large contributor to the principle of the freedom of shipping 
to compete in full and fair competition in international trade. 

I would be glad if a suitable opportunity could be taken of bringing the facts 
as regards United Kingdom shipping to the notice of the committee. 

Yours sincerely, 
R. W. BuLLMORE, 
Shipping Attache, 


AMERICAN COTTON SHIPPERS ASSOCIATION, 
Washington 6, D. C., May 24, 1954. 
Hon. JoHN M. Bur ter, 
Chairman, Senate Water Transportation Subcommittee, 
Scnate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

DrAR Mr. CHAIRMAN: We appreciate the opportunity given us to file for the 
record the views of the American Cotton Shippers Association with respect 
to S. 3233. 

The American Cotton Shippers Association is a national trade association of 
cotton merchants and exporters. Its six federated members are the Atlantic 
Cotton Association, Atlanta Ga., the Arkansas Cotton Trade Association, Little 
Rock, Ark., the Southern Cotton Shippers Association, Memphis, Tenn., the 
Oklahoma State Cotton Exchange, Oklahoma City, Okla., the Texas Cotton Asso- 
ciation, Waco, Tex., and the Western Cotton Shippers Association, Los Angeles, 
Calif. 

The individual members of the American export most of the cotton sold to 
foreign countries, and are interested in adequate and expeditious service to 
Europe and the Far East. The association has cooperated closely with con- 
ferences of shipping lines engaged in the carriage of cotton and believes the con- 
ferences have served the best interests of the cotton exporters and the cotton 
industry. 

The association, however, is opposed to the enactment of S. 3233 in its pres- 
ent form. Its effect is to require that any cotton exports financed by the 
United States, including transactions in which the United States guarantees 
the convertibility of foreign currency, move exclusively on United States-flag 
vessels, and to exclude third nation vessels entirely. 

We are quite sure that this is not in the interest of the shipping lines nor 
our oWn cotton exports. It is directly contrary to the recommendations of the 
Commission on Foreign Economic Policy. 

Our cotton exports are dependent entirely on the ability of foreign con- 
suming countries to earn dollars to buy our cotton. If shipping costs must be 
paid in dollars then these dollars must be earned also. Competitive foreign 
cottons are not in this position, and the difficulties of selling American cotton 
are increased. Exports this season are expected to be reduced to 3,500,000 bales 
because foreign cotton was sold at a lower price, or was available in softer 
currency 

Experience shows that arbitrary restrictions of this type lead immediately 
to counter measures. <A year or so ago an important association of cotton mills 
in a foreign consuming country issued instructions to its member mills to specify 
that all cotton imports paid for with free dollars be transported on its national 
vessels. This association immediately took the matter up with the mill associa- 
tion, urging that such a requirement was opposed to both its interests, our own, 
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and the shipping lines. Shippers are hurt because sailings are not always 
available at the proper times and port costs and difficulties are increased. CIF 
business, the most efficient method for an exporter and one long traditional in 
cotton shipping, is interfered with. Shipping lines are hurt because one way 
traffic is not economical. In the particular instance we were successful in 
persuading the foreign mill association to abandon its instruction leaving the 
selection of shipping to the exporter with only a request that there be some 
effort toward equal division. As purchases for free dollars increased enactment 
of highly preferential legislation of this sort is virtually certain to lead to 
increasing specification of use of foreign lines by buyers in purchase contracts, 
a situation in the interest of neither the shipper nor the American lines It 
seems particularly silly to stir up controversy just at a time when currency 
convertibility is beginning to be a real possibilty. 

We have thought that Export-Import Bank loans may be a useful method of 
increasing foreign use of American cotton during the next few years. The 
existing legal requirements, temperately administered by the Maritime Admin- 
istration, have presented difficulties and caused extensive delays in the utiliza 
tion of such loans in the past. The exclusive requirements of the present bill 
| greatly diminish the possibility of utilizing such loans in the future in the 
case of the very nations most likely to be attracted to American cotton by loans 
The effect of the enactment of S. 3233 as drawn could well be to destroy the 
usefulness of Export-Import Bank loans to the cotton industry. No foreign 
currency guaranty measure has yet 
re will greatly assist cotton exports, but a provision which requires 
exclusive use of United States flag vessels will assure its ineffectiveness, 

The future of the American cotton industry like the future of the American 
merchant marine is dependent unon the growth and expansion of international 
trade. The provisions of S. 3233 are both restrictive and bilateral, and certainly 
opposed to the ultimate end, however justifiable they may be as instruments of 
international commercial warfare Reciprocal removal of other such restric 
tions would seem far more in the general national interest than an increase in 
our own 

American cotton and other agricultural export commodities face a difficult 
situation at the present time. No additonal costs or burdens should be imposed 
upon them. In any event, therefeve, any legislation of this sort should provide 
an exception for agricultural commodities determined by the Secretary of Agri 
culture to be in surplus supply. 

In the interest of promoting the freer conditions necessary to increasing 
international trade, it is also suggested that the provisions of the bill should be 
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been enacted, nor do we believe any such 
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made inapplicable to shipments to any consignee nation which treats our ships 
on an equal basis with its own nationals. 
We accordingly urge: 

(1) The elimination of the proviso requiring exclusive us of American 
vessels; 

(2) The elimination of the proviso prohibiting use of third nation vessels; 

(3) The addition of a proviso excepting from the restrictions of the bill 
any agricultural commodity determined by the Secretary of Agriculture to 
be in surplus supply. If this is not done, express provisions should be made 
for the direct appropriation of the dollar costs involved to be charged to the 
merchant marine and not to agriculture; 

(4) The addition to the bill of a second proviso to the effect that the 
provisions of the bill shall be inapplicable to friendly consignee nations that 
treat our flag ships on an equal basis with its own nationals. 

Very truly yours, 

Joun C. Wuite, Counsel, 
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United State Iraq 14 $840. 00 $351. 70 
United Stat Liberia 7 544. 65 $41. 48 115. 46 
Ur i at Burma 2 1, 542.05 567. 80 
United States Korea 40,119 1, 386, 048. 50 108, 110. 00 469, 083. 05 
Ur Ss Iran 84 2, 284. 72 847.79 
United State Indochina », 442) 161,340.00 138, 000. 00 
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lotal Japan 9, OE $91, 250. 00 264, 150.00 24. 900. 00 27, 270. 00 
Ital India 2, 03 282, 458. 50) 33, 000. 00 
Ital Korea 20.000! 972.000. 00 188, 500. 00 
Italy Yugoslavia 10, 000 479, 000. 00 
Ital Pakistan 4.054' 206. 400.00 81. 800. 00 
I al, Ita 36, 0951, 178, 400.00! 761,458. 50, 33,000.00 270.300. 00 
er Korea 30, 000 495, 400. 00 304, 387.05 
Gern Korea 6. R58 353. 160. 00 75. 600. 00 
lotal, ¢ ur 5 R581. 848. 560.00 379, 987. 05 
Pur 4 Korea 12,727; 718, 740.00 110, 240. 00 
Frar Korea 29. 000 1, 521. 050. 00 293, 746. 00 
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Holland Burma 23 
runisi Korea 12,727 | Due to lower P:Os content of United States material 
shipment of 28,000 measurement tons would have 
been required 
France Korea 10, 908 
Jap Korea 25,000 | 22,000 measurement tons were not included in Ist 
report inasmuch as they had been assigned to 
lokyo for contracting 
Holland Iran 37 
lot ill countries 48,695 | 34.7 percent ofall f. o. b. shipments from foreign coun- 
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UNITED STATES OCEANBORNE Dry CARGO FOREIGN COMMERCE 


Comparison of participation in carriage by American and foreign flag vessels, 


years 1949 and 1950 versus first 11 months of 1953 


[Data’submitted for the record by American Tramp Shipowners Association, Inc.] 


Monthly 

Between United States ports and Year laa 

merce 

» 8 

Thousand 

> long tons 
All foreign areas (excluding Great | 1949 5, 986. 1 

Lakes Canada 1950 5, 541.7 

1953 7, 188. 4 

45 Canadian Pacific 1949 27.6 
1950 199. 5 

1953 190. 6 

Atlantic Canada and Newfoundland_,| 1949 362.9 

1950 483. 1 

1953 456.9 

Caribbean 1949 895. 4 

1950 RRO. 7 

1953 1, 242.3 

East coast-South America 1949 313.8 

1950 379.1 

1953 330.3 

West coast-South America 1949 436.8 

1950 410.5 

1953 519.8 

West coast-Central America and | 1949 68. 8 

Mexico 1950 75.0 

1953 93. 8 

Gulf coast-Mexico 1949 41.4 

1950 63.7 

1953 63.0 

United Kingdom and Eire 1949 44.3 

1950 281.0 

1953 271.7 

Baltic, Seandinavia, Iceland, and 1949 394. 6 

Greenland 1950 365. 0 

1953 363. 2 

Bayonne Hamburg Range._. 1949 1, 000. 6 

1950 763. 5 

1953 1, 098. 5 

Portugal and Spanish Atlantic. _- 1949 60. 4 

1950 53.0 

1953 43.4 

Azores, Mediterranean and Black 1949 804.8 

Sea 1950 468. 8 

1953 640.8 

West Coast Africa baa 1949 109. 5 

1950 107.8 

1953 198. 6 

¥ South and East Africa aa 1949 160. 2 
* 1950 150. 2 
6 1953 195. 4 
Ris d60c de ecusinsehennteein 1949 89. 0 

1950 68.8 

1953 92.2 

> India, Persian Gulf and Red Sea... | 1949 260.7 
1950 236. 7 

1953 345, 2 

Straits Settlements and Netherlands | 1949 130.2 

East Indies. 1950 111.8 

1953 81.3 

South China, Formosa and Philip- | 1949 278.9 

i pines. 1950 243. 6 
1953 297.0 

| North China, including Shanghai | 1949 206. 2 
j and Japan, 1950 179.9 
1953 665. 7 
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10.0 s.0 38.0 
24.1 9.5 33.6 
16.0 9.7 25. 7 
15. 5 22.9 38. 4 
11.6 16.4 28. 0 
10.3 10.9 21.2 
1.0 6.3 7.3 
1 4.0 4.1 
3.3 3.3 
32. 2 1.4 33. 6 
24.7 2 28.9 
12.7 22. 7 35.4 
36. 0 3 36.3 
26. 7 2.7 20. 4 
23. 5 2 23. 7 
67.9 1. 2 73.1 
29. 4 48. 0) 77.4 
19.0 37.5 6 
68.5 5.1 73.6 
56.9 10.1 67.0 
9.8 37.4 $7.2 
31.7 2 31.9 
27.6 2.4 10.0 
23. 8 1 23.9 
28. 2 3.6 31.8 
24. 1 12.3 36.4 
20.5 1.3 21.8 
16.6 8.7 25. 3 
14.1 8.3 22.4 
5.5 1.0 6.5 
20.6 11.3 31.9 
25.6 8.5 34.1 
2.7 2 12.9 
9.1 9.1 
19. 1 12.4 31.5 
13.6 13. 6 
26.3 25. 1 51.4 
24.4 6.8 31.2 
18.6 15.4 34.0 
22.9 3.0 25.9 
24. 1 1 24.2 
15. 1 2.4 17.5 
52.5 ’ 3.0 
45.8 15.8 
49.2 4 49.6 
23.0 1.3 24.3 
25. 2 6 25.8 
24.9 24.9 
30.3 3.9 34.2 
25.6 1.8 27.4 
20.7 8.0 28.7 
45.4 4.9 0.3 
37.5 14.3 51.8 
39.7 39.7 
49.8 7 50. 5 
42.5 3.9 4 
34.8 y 7 
25.3 2.2 27.5 
39.1 12.2 51.3 
11.6 2 11.8 





